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1. MIAGKOV: 


The fulfillment of the Seven-Year Plan of Soviet 
tional economic development (1959-1965) will 
ark an important step forward in building the ma- 
rial and technical base for a communist society. 
his requires high rates of technical progress in 
1 branches of the national economy, something 
at inevitably leads to the obsolescence of the in- 
ruments of labor. 
Both under capitalism and socialism obsoles- 
nce of machinery and equipment is due to techni- 
progress. But under socialism, because of 
cialist production relations, this obsolescence is 
a totally different nature and has fundamentally 
fferent social and economic consequences than 
er the capitalist system. This stems from the 
ecific features of technical progress in a social- 
society. 
Under capitalism expansion of production is un- 
ntrolled and unbalanced. Hence, society is not in 
sition to estimate requirements for new plant. 
er this system technical progress takes place 
leaps, through crises which cause huge losses 
the community, the heavy burden of which has to 
shouldered by the working masses. Under capi- 
ism replacement of old machines by new ones is 
nd to lead to higher unemployment and more in- 
se exploitation of the workers. 
nder the socialist system, technical advance, 
e the whole process of development of social 
duction, is planned and carried out for the pur- 
se of Satisfying the growing needs of the working 
ople. The planned nature of development, the 
sence of crises and unemployment, are decisive 
‘tors in the continuous technical progress of all 
ches of production and the high rate at which 
is realized. Socialist society has every oppor- 
ity of accurately gauging its requirements in 
plant and putting it into production without de- 
. This is instrumental in raising labor produc- 
ity, easing the conditions of work, cutting the 
*k day, and improving living standards. 
fechanization can be introduced on a far wider 
le under socialism than under capitalism and 
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Nauchnye Doklady Vysshei Shkoly, 
Ekonomicheskie Nauki, No. 1, 1960 


"echnical Progress and Obsolescence of Equipment in the USSR 


this enables socialist society to use new machinery 
more extensively. 

Under socialism obsolescence of machinery and 
equipment assumes two forms. In the first case, 
obsolescence is due to a partial loss of the ma- 
chine’s value because of improved methods of pro- 
ducing it. While in this case the old machine loses 
part of its value, it fully retains its use value be- 
cause with the same input of labor as before it can 
turn out the same volume of production as a new, 
cheaper machine of a similar design. 

In the second case, equipment becomes obsoles- 
cent owing to the appearance of new, more produc- 
tive and economical machines which turn out bet- 
ter products, improve working conditions, etc. 

Under these circumstances the old machines de- 
preciate, partially or fully losing their use value. 
While in the first case of obsolescence it is not 
absolutely necessary to replace an old machine by 
a new one before schedule, in the second case this 
is imperative because due to the partial.or com- 
plete loss of use value the life of the machine is 
shortened. 

The first form of obsolescence is not difficult to 
estimate in the process of planning, except that it 
is necessary periodically to revalue the obsoles- 
cent equipment. In the second case the reckoning 
of obsolescence is extremely complex, involving 
the solution of a number of important theoretical 
problems such as determining the number of eco- 
nomic branches which are directly affected, the de- 
gree of the machine’s depreciation, the point at 
which it begins to be obsolescent, etc. 

The two forms of obsolescence are also dis- 
tinguished by the fact that, although they act side by 
side, each is a dominant factor in different periods 
of technical advancement in various branches of 
production. 

When Karl Marx pointed out that because of con- 
stant improvements machines lose their use value, 
and by the same token their value, he stressed that 
“the impact of this process is exceptionally strong 
during the early period of introduction of new 
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machines, when the latter are not yet sufficiently 
developed and because of this they, more often 
than not, become obsolescent before they can re- 
produce their value. 

“Whenever machines, types of structures, and 
fixed assets in general have reached a certain de- 
gree of maturity, so that for a certain length of 
time they remain unchanged, at least insofar as 
their basic design is concerned, a similar kind of 
depreciation takes place because of improved meth- 
ods of reproducing these fixed assets.” (1) 

This statement is fully applicable to a socialist 
society and is supported by an analysis of the pe- 
riodicity of launching new models of certain ma- 
chines in the USSR. 


The need to rapidly develop one or another branch 
of production determines the different rates of tech- 


nical progress in these branches. Hence, the peri- 
Odicity of launching new models of machines in 
these branches will vary. For instance, between 
1945 and 1957 the annual output of metal-cutting 
lathes increased from 38,400 to 130,900 units, 
which is a 240% increase. The output of Diesel lo- 
comotives, on the other hand, increased between 
1940 and 1957 (in 1945 these locomotives were not 
in production) from five to 400 units, i.e., an 
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80-fold increase. The average periodicity of com: 
missioning of a new mass-production model of a 
metal-cutting lathe was 7.28 years, and for Diese 
locomotives it was two years (data supplied by tho 
Experimental Scientific Research Institute of Met 
al-Cutting Lathes — ESRIMCL). 

The production of Diesel locomotives in our 
country is in fact a new branch of industry and tho 
process of improving their design is proceeding ¢ 
a very rapid rate. In 1946, for example, the Diess 
locomotive series DB of 1,000 hp. was completed: 
and next year production of the TE-1 series, also¢ 
of 1,000 hp., was begun. Then in 1948 the Kharko¢ 
Works turned out a two-section Diesel locomotive 
of the TE-2 series with two generators aggre- 
gating 2,000 hp. Next came improved TE-3, TE-- 
TE-7 models, and then in 1959 the TE-50 of 6,000 
hp. Diesel locomotive construction is a typical 
illustration of the initial stage of introducing new) 
machinery in production. 

In the initial stage, improvements in the designs 
of the new models proceed more rapidly than im-- 
provements in the methods of producing these 
models. The latter process in serial production i 


more or less regular. 
2K 


Table 1 


Changes in Production Costs of Principal Models of Motor Cars at 
the Likhachev Works Between 1951 and 1955* 
(In per cent of preceding years) 


1953 


1952 


ZIL-150 87.8 
ZIL-151 86.1 
ZIL-156 85.9 


Works. 
Ok 


While improvements in production methods, and 
consequently a reduction of production costs, pro- 
ceeds more or less continuously, the introduction 
of new models, on the other hand, occurs periodi- 
cally. Periods of important changes in the design 
of certain machines alternate with periods of rela- 
tive stability of design. At times when the design 
of equipment or machinery remains essentially 
stable, it is the first form of obsolescence that 


Data of the Planning and Economic Department of the Likhachev 


The considerable reduction of production costs in 1952 was large- 
ly due to a cut in the prices of raw and other materials in 1951. 


97.3 
98.0 
98.3 


predominates, for improvements in the method ¢ 
production continue as steadily as in the past. T 
comes a period of relatively rapid improvement 
the design of machines, as can be seen from the 
table shown on top of the following page. ' 

These figures indicate that 28 new models wer 
put into production between 1933 and 1938 (40% 
all the tabulated machines); 13% or 9 models v 
commissioned between 1944 and 1946; and 27% or 
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Table 2 


Commissionin 


g of New Models of Metal-Cutting Lathes Between 1930 and 1956* 


No. of new 
models 


3 
0 
2 
7 
6 
+) 
1 
4) 
4 


* 


odels were put into production between 1949 
1952. If we take 1936, 1945 and 1951 as aver- 
intervals, we can see that these periods alter- 
about every 7.5 years. The ESRIMCL esti- 
es the average periodicity of commissioning of 
serial models of metal-cutting lathes at 7.28 
Ss. This means that although we covered a 

ll number of models, the data supplied by Table 
ve an accurate picture of the objective condi- 

S governing the production of metal-cutting lathes. 
he practical experience gained in the develop- 
t of Diesel locomotives, the chemical and cer- 
other industrial branches shows that the sec- 
form of obsolescence affects the more rapidly 
cing branches of production above all. Since 
second form of obsolescence is predominant at 
initial stage of introducing new machinery, the 
od in which this machinery will remain in 
ation will be far shorter than its actual physi- 
ife. This type of equipment must be rapidly 
aced by new machinery of a more modern de- 
in order to meet the requirements of the na- 
1 economy for this type of plant tothe greatest 
ible extent. If the economy’s requirements for 
e new machines are not being met, then in 

of their obsolescence they will remain in op- 
n. In these conditions the degree of obso- 
nce of certain makes of machinery may be 

2d by the duration of their continued production 
he time which elapsed since they stopped be- 
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Based on data supplied by the USSR State Planning Committee’s Economic 
Research Institute and ESRIMCL. The table covers 70 models, including 
19 screw-cutting machines, 14 milling machines, 5 vertical lathes, 14 
drilling machines, 7 turret lathes and 11 grinding machines. 


Table 3 shows that out of the 70 models we have 
considered which were commissioned between 1930 
and 1956, 44 were taken out of production, of which 
38.6% were in production up to five years and 
77.2% up to 10 years. The largest proportion of 
lathes which were in production five years or less 
were the drilling machines (70%) and the grinding 
machines (62.5%). 

It is characteristic that intensive stoppage of 
production of old models is not systematic but pe- 
riodic. For instance, out of the 44 models taken 
out of production, 12 (27%) were discarded in 1939- 
1940; six (14%) in 1944-1945; and 10 (about 23%) in 
1948-1950. 

All this shows that machinery and equipment are 
subject to the second form of obsolescence not sys- 
tematically but periodically, for new models of 
these machines also appear periodically. 

In determining the nature of depreciation through 
obsolescence of the instruments of labor under 
socialism one must bear in mind not only the perio- 
dicity of the commissioning of new models but also 
the connection between obsolescence and the opera- 
tion of the law of value. 

The value of equipment depends on the outlay of 
the socially necessary labor for its production. 
Hence, while the machines are in operation they 
will transfer to every unit of production the amount 
of value corresponding to normal social conditions 
of production. 

Certain economists, S. Strumilin, (2) A. 


Table 3 
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Duration of Production of Certain Models of Metal-Cutting Lathes 
Duration of Production 
Discarded in the Period Between 1990 and 100 Period Between 1930 and 1956* 


= nae of Lathe 


re 


Total, in % 100.0 


* Based on data supplied by the USSR State Planning Committee’s Economic 
Research Institute and ESRIMCL. 


Stepankov and others, consider that machines, 
equipment and other instruments of labor used in 
production depreciate gradually, constantly, year 
by year, that they begin to lose part of their value 
from the very first year in which they are com- 
missioned. In their opinion the moment a single, 
more efficient and cheaper machine is put into 
operation, thousands of other machines which are 
functioning for the same purpose are immediately 
subjected to the process of depreciation. In this 
connection they cite Marx, who stated that “the bulk 
of available capital is constantly depreciating to 
some extent in the course of the reproduction proc- 
ess, because the value of commodities is not deter- 
mined by the labor time which is initially expended 
on their production but by the labor time expended 
on their reproduction, and the latter is constantly 
contracting due to the development of social- 


Production stopped after following term of output 
6 to 10 
ee 


5 Foe 
Foe less 


11 to 15 
years 


15 years 
and more 


productive labor power.” (4) A. Stepankov er- 
roneously interprets Marx’s words as meaning tha 
“under these circumstances the instruments of la: 
bor are continuously losing their initial value.” (@ 

In ascertaining the factor of obsolescence under 
capitalism, it is necessary to take into account th 
cyclical nature of capitalist reproduction. Becav 
of economic crises the capitalists are forced to ri 
new their fixed capital only periodically. Techni 
cal progress and the rise in labor productivity loi 
not proceed in a balanced manner but by leaps, ga 
ing through recessions and booms. It stands to 
reason that allthis cannot serve as a material ba 
sis for a constant depreciation of the implements| 
of labor. Elaborating.on this, Marx remarked thé i 
“at a higher stage of development of social produ 
tivity the whole available capital appears not as t 
result of a lengthy process of accumulation of 
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apital but as the result of a relatively short period 
f reproduction.” (6) 

Thus, Marx speaks in this case not of a constant 
epreciation of the instruments of labor at each 
iven moment, but of their depreciation over a 
lirly long period of time. If we view this process 
ot Over a Short period (a year, Say), but over a 
ngthy interval, in spite of its periodic nature dur- 
ig this interval it will appear as a continuous 
"ocess based on rising labor productivity. This 
splains why Marx speaks of a more or less con- 
ant depreciation of the instruments of labor under 
ipitalism, in spite of crises, of irregular in- 
eases in the productivity of social labor, etc. 
once, Marx’s cited statements on this Subject pro- 
de no grounds for asserting that the instruments 
labor are subject to constant depreciation. 

In point of fact the instruments of labor become 
solescent not systematically but periodically, 
pm time to time. Furthermore, this takes place 
only under conditions of spasmodic increases in 
dor productivity but also when labor productivity 
rising steadily, as is the case ina socialist so- 
ety. 
Machinery, equipment and other instruments of 
por are not merely instruments of labor, they are 
30 products of labor. It follows that when wecon- 
ler the obsolescence of instruments of labor we 
St draw a strict distinction not only between the 
D forms of obsolescence, but also between two 
tinct fields of production: the field of produc- 
mn of instruments of labor, in which the latter are 
products of labor, and the field of their appli- 
ion, in which they become instruments of labor. 
1 the field of production, instruments of labor 
not differ in any way from other products and 
mmodities. Yet we know that the value of com- 
dities is not determined by the individual inputs 
abor in their manufacture but by the socially 
essary conditions of their production, taking ac- 
nt of the average skill and intensity of labor in 
ven society. The socially necessary conditions 
Oduction will not be the best ones prevailing 
he output of a given commodity, but those obtain- 
in the production of the bulk of commodities. 
8 a rule various instruments of labor are man- 
tured not by one but by several enterprises. It 
ws that if one enterprise adopts new methods 
ch cut production costs, the new production 
ditions in the initial period will be of an indi- 
1al nature, because the share of cheaper instru- 
its of labor in total output will still be small. 
refore, when cheaper machines are produced 
mall numbers the more expensive ones turned 
by other enterprises do not yet lose part of 
r value. But the enterprises manufacturing 


cheaper machines will yield a larger volume of 
accumulations to the national economy. When the 
bulk of instruments of labor are manufactured 
under the improved conditions, the individual inputs 
of labor in their production will become socially 
necessary and, consequently, will determine the 
value of the entire output of these tools. In this 
case the more costly machines will lose part of 
their value, i.e., society will no longer consider the 
former inputs of labor as socially necessary. 

In this way, in the field of production of instru- 
ments of labor the first form of obsolescence be- 
comes operative when the individual inputs of labor 
in the enterprises producing cheaper machines be- 
come socially necessary. 

In this particular case it is not advisable to stop 
production of these instruments of labor. What has 
to be done is to rapidly introduce the new methods 
of their production in all enterprises. Here we see 
the decisive advantage of the socialist planned 
economy over the capitalist system. 

A different situation prevails with respect to the 
second form of obsolescence. When new models of 
machines are put into production it is no longer to 
the advantage of society to manufacture outdated 
models. It becomes necessary to stop production 
of the old model and start producing the new one. 
Inthis case, equipment and other types of instruments 
of labor become subject to the second form of obsoles-~ 
cence inthe field of their production as soonasa sin- 
gle new, more efficient model makes its appearance. 

This shows that in the sphere of production of 
instruments of labor the effect of the two forms of 
obsolescence is not equivalent. On the other hand, 
in the field of utilization of the instruments of la- 
bor both forms of obsolescence have about the same 
effect. When one or more somewhat cheaper and 
more productive machines are put into operation, 
the. socially necessary conditions of productionand, 
therefore, the level of socially necessary inputs of 
labor remain unchanged, because the latter is deter- 
mined by the conditions of production of the largest 

volume of a particular commodity. The value of 
the commodities will remain unchanged although 
their cost of production at the factories using the 
new instruments of labor will fall. This means 
that the old instruments of labor will transfer to 
the product the same value as formerly, for this is 
in keeping with normal social conditions of produc- 
tion. This will go on until new conditions of pro- 
ducing the commodity will become socially normal 
and will determine the socially necessary outlays 
of labor for the production of that commodity. 
Once this is achieved the old instruments of labor 
will be partially depreciated and will transfer to 
the product less value than pelore. 


It therefore follows that in the sphere of utiliza- 
tion of the instruments of labor these do not be- 
come obsolete as soon as new, cheaper and more 
efficient units are put intooperation, but only after 
a certain period of time, when the conditions of 
production of the new instruments of labor will de- 
termine the rate of socially necessary expenditure 
of labor for the output of a given product. 

Thus, the periodic nature of the depreciation of 
equipment through obsolescence under the socialist 
system is demonstrated both by the analysis of the 
periodicity of the commissioning of new models, 
and the analysis of the operation of the law of value 
in a socialist economy. 

In planning practice it is extremely important to 
ascertain the point at which certain equipment is 
becoming obsolescent. It is furthermore impera- 
tive to properly ascertain when the instruments of 
labor subject to the first form of obsolescence 
should be revalued, and when replacement of old 
equipment subject to the second form of obso- 
lescence with new machines is economically ration- 
al. 

The assertions of certain economists that obso- 
lescence of equipment is a constant and systematic 
process does not and cannot provide a satisfactory 
solution of these problems. It will suffice to point 
out that in order to calculate the effect of obso- 
lescence one has to revalue fixed assets annually, 
which in practice is rather complicated and not 
really necessary. Once the periodic nature of the 
obsolescence of instruments of labor is recognized 
it can be computed relatively easily, rapidly, and 
at little cost. 

The point at which obsolescence sets in for dif- 
ferent types of machines and equipment depends on 
the following factors; 

a) the volume of annual output of these particu- 
lar machines and their share in the total number of 
such machines; 

b) the annual rate of growth in the production of 
these machines; 

c) the proportion of machines scrapped each 
year; 

d) the proportion of equipment modernized each 
year; 

e) the efficiency of the new machinery; 

f) the time required for extending advanced 
methods of production to all plants engaged in the 
manufacture of this equipment, and the time re- 
quired for converting these plants to the produc- 
tion of the new, more efficient machinery. 

It has been calculated that when the annual out- 
put of certain lathes amounts to 10% of the total 
stock, the increment of annual output is 10%, and 
the proportion of annually scrapped lathes is 5%, 


’ Plenum of June 1959, one of the causes of this situ! 
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then, if advanced production methods are adopted 
within three years in all factories producing lathes, 
the first form of obsolescence will become effec- 
tive 7 years after the adoption of new methods 
which cut the cost of production. 

Furthermore, if 5% of the equipment is mod- 
ernized annually and the new machinery is twice as¥ 
productive as the old, and if only one year is needer 
for converting a factory to the production of the 
new, more efficient models, then the second form 
of obsolescence will appear three years after ser- 
ial production of the new lathes of that type has 
started. 

From this one may draw the following conclu- 
sions: 

1. Depreciation through the second form of ob- 
solescence, other things being equal, proceeds at 
a rate proportional to the growth of productivity 
of new equipment as contrasted to the old one. 

2. If parallel to the commissioning of new, 
more efficient plant in the national economy, part 
of the existing equipment is modernized each year 
in a manner that raises its level of productivity to 
that of the new machines, depreciation of the old 
equipment through obsolescence materializes 
much faster. 

It follows, therefore, that on the one hand, when 
equipment becomes obsolescent its modernization 
reduces the losses of social labor, while on the otli 
er hand, this process speeds up the obsolescence 
of non-modernized machines. 

The proportions used by the author as a basis of 
these computations closely approximate the actua 
proportions of the balance-sheet of metal-cutting 
lathes. Hence, old models of metal-cutting lathes § 
will become obsolescent on the average 10 to 11 
years after they are commissioned (7.28 years is } 
the average periodicity of commissioning of new 
serial models, plus a minimum of 3 years before 
the newly developed machines will predominate in 
one or another branch of industry). 

Since in the USSR the term of obsolescence for | 
machines depends largely on the time it takes to 
put a new model into mass production, reduction 
of this term will depend on reducing the time 
needed for commissioning new machines. 

We are still spending too much time on designin 
new models and putting them into mass production 
As was pointed out at the CPSU Central Committe: 


tion is that industrial enterprises have inadequate} 
experimental facilities. Moreover, rapid adoptior 
of new models for mass production is hampered bi 
the fact that standardizing of machine components 
and parts is done on a much too limited scale. By 
eliminating these and other defects it will be | 

| 

} 
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OSSible to speed up the designing of new models 
ind put them into mass production more rapidly. 

According to ESRIMCL estimates, during the 
even-Year Plan period the number of basic stand- 
rd-size metal-cutting lathes must be increasedfrom 
00 in1957to1,500in1965. This figure includes an 
ncrease in new standard-size lathes from 84 in 
957 to 583 in 1965, which is about a Sevenfold in- 
rement. This means that the new models of met- 
1-cutting lathes will be put into mass production 
uring the period under review at much shorter 
ntervals than in the past. 

In order to fulfill the targets of the Seven-Year 
lan endorsed by the 21st Party Congress, the 
‘PSU Central Committee Plenum of June 1959 is- 
ued directives for improving the methods of re- 
earch and experimental work and for adopting sci- 
ntific and technical innovations in actual produc - 
on. This decision has been taken with the aim of 
ubstantially reducing the time required for de- 
igning new machinery and for devising more ad- 
anced technology. 

Mastering the manufacture of newly designed 
iodels of lathes, especially when they are put in- 

) mass production, in certain cases requires a 

90d deal oftime — four years or more — withthe re- 
ult that when they are finally put into mass pro- 
iction they are already outdated in some respects. 
his happens mainly because new models are usu- 
ly designed without regard to continuity with the 
d ones, i.e., every standard-size lathe is de- 
gned on the basis of an entirely new pattern of 
ymponents and parts. 

In order to improve the methods of designing 
id Sharply cut down the time needed to put new 
odels into mass production it is necessary to 
se standard components and parts on a large 
ale. In addition to the above-mentioned advan- 
eS, this will cut the costs of production and 
aintenance. 

Furthermore, the standardization of components 
d parts makes possible the use of the group 


method of processing even when Single machines 
or small Series are turned out, and permits the 
production of standardized components and parts 
by mass-production methods. This is bound to 
Speed up the manufacture of lathes. 

The standardization of components and parts de- 
pends on the extent to which industrial production 
is specialized and concentrated. Standardization 
depends first and foremost on the Scale of produc- 
tion and the possibility of Specialization and con- 
centration at different factories working at full 
capacity. Cooperation of factories helps substan- 
tially to cut down on the time needed to put new 
models of machines into production. 

It can thus be stated that in the current Seven- 
Year-Plan period the term for depreciation of ma- 
chines through obsolescence, particularly as far 
aS metal-cutting lathes are concerned, can be cut 
down to about 7 to 8 years. In the future it will be 
very much shorter. 

Addressing the June 1959 Plenum of the CPSU 
Central Committee, Comrade Nikita S. Khrushchev 
Suggested that in the communist society machinery 
will become obsolescent approximately every five 
years. 

The point at which obsolescence materializes is 
the best time for revaluing all the equipment sub- 
ject to the first form of obsolescence, and at that 
time it is also economically advantageous to re- 
place old machines with new ones if the available 
Supply is adequate. 


Footnotes 


(1) Karl Marx, Capital, Vol. I, 1955, pp. 119- 
120 (Russian edition). 

(2) See Voprosy Ekonomiki, 1956, No. 8. 

(3) Ibid., 1957, No. 3. 

(4) Karl Marx, op. cit., p. 412. 

(5) See Voprosy Ekonomiki, 1957, No. 3, pp. 
120-121. 


(6) Karl Marx, op. cit., p. 412. 
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L. GATOVSKII: 


PROBLEMS OF ECONOMIC 


Voprosy Ekonomiki, No. 5, 196 


Problems of Economic Stimulation of Technical Progress* 


The building up of the material and technical ba- 
sis of communism in the Soviet Union within the 
next 15 to 20 years, the accomplishment of our 
main economic task, the winning of time in peaceful 
competition with capitalism, the attainment of su- 
periority in every line of modern technology — all 
this largely hinges on the maximum acceleration 
of technical progress. 

Actual practice long ago proved that the socialist 
economic system possesses tremendous and ever 
increasing advantages over capitalism in the accel- 
eration of technical progress, opening up the broad- 
est vistas for the development of the productive 
forces. Only socialism and communism are capa- 
ble of consistently carrying out the modern scien- 
tific and technical revolution which began in the 
mid-20th century. 

Because of the public ownership of the means of 
production and the planned development of the na- 
tional economy, socialist society is able to ration- 

. ally distribute, concentrate and purposefully chan- 
nel resources on a national scale and, ensuring the 
rapid introduction of the latest achievements of 
Science and technology in production, it can accel- 
erate scientific and technical progress. In sodoing, 
it is not restricted by the limitations connected with 
private property, with capitalist profit as the regu- 
lator of production, the narrow bounds of the mar- 
ket, unemployment, commercial secrecy, etc. 

Socialist labor increasingly exhibits its creative 
nature. The socialist system creates opportunities, 
entirely inaccessible under capitalism, to involve 
the masses directly and actively in technical prog- 
ress, for with the rise in the technical level of pro- 
duction under socialism the well-being of the 
people grows, labor conditions improve, the work- 
ing day is cut, skills are raised and the distinctions 
between manual and mental labor are gradually 
eliminated. The initiative of the working people in 
- promoting technical progress is steadily 


* A presentation of the problem. The author pre- 
sented a paper on this subject at the session on so- 
cial and economic problems of technical progress 
in the USSR held by the Division of Economic, 
Philosophical and Legal Sciences of the USSR Acad- 
emy of Sciences. 


increasing. In 1959, over 3,300,000 innovations 

and rationalization proposals were submitted, of 
which 2,160,000 were applied. The resultant an- 
nual saving exceeded 11 billion rubles. 

The rapid progress of our economy, the remark 
ble successes of Soviet science and technology are 
a vivid confirmation of these advantages of the so+ 
cialist system. In 1959, over 1,000 modern fac- 
tories and other industrial units were commis- 
sioned, over 4,000 important measures to develops 
and introduce new technology were carried out, or! 
50% more than in 1958. But it is a fact that the ac 
vantages of socialism are not being adequately 
utilized in our country to accelerate technical pro: 
ress. This is evidenced, above all, by serious 
shortcomings in the organization of material in- 
centives to technical progress. 

The tasks of accelerating technical progress 
must be accomplished not only through the central 
ized planning of the development and introduction¢ 
new machinery and technological processes, al- 
though this is of primary significance. It is also 
necessary to release, fully develop, mobilize and} 
properly direct the tremendous creative initiative: 
of the masses, of local bodies, the workers and 
managers of enterprises, engineers and technician 
planners, designers, research personnel, inventom 
rationalizers and innovators in production. State : 
plans for new technology must be not only fulfillea 
but also overfulfilled. They should be improved — 
upon in the localities, supplemented and surpasse¢ 
by ever new achievements in technical progress 
coming from below. Only with the broadest devel 
opment of the initiative of the entire people is it — 
possible to successfully cope with the highly comple 
tasks of accelerating technical progress inour co 

This initiative of the entire people must consta 
ly rest both on moral and material stimuli which 
mutually reinforce each other. The role of both 
cannot help but increase in present-day conditions 
The present article, devoted to economic problems0 
stimulating technical progress, does not deal withth 
development of moral or social stimuli. It does not _ 
touch upon questions of socialist emulation, question 
public control at enterprises designed to further 
technical progress. It does not cover the many- 
sided significance of communist work teams, 
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vhich are opening up broad prospects inthis Sphere. 
| Life daily confirms that the drive of the people 
or advanced methods of production, in addition to 
eing linked with social and moral stimuli, must 
. have a material foundation, closely bound up 
vith these stimuli, in the form of a whole system 
if economic levers. This system includes bo- 
bcs (both individual and collective) for the manu- 
acture and application of new technology; an appro 
iriate system of wages; prices of new articles and 
jew technology which encourages their production 
md consumption; methods of affecting and planning 
ne cost of production and profitability of enter- 


nent of new technology; a depreciation system; 
midget financing and crediting. The proper plan- 
ing of new technology and labor power, the cor- 
ect organization of the material and technical sup- 
y, a rational system of planning indices and of 
ppraising the work of enterprises are of great im- 
yrtance for the economic stimulation of technical 
fogress. 

All this makes up a single complex of problems. 
ch economic lever must be employed to the full 
id it should operate in the necessary direction in 
timum combination with the others. Facts show 
at at times the improper use of material incen- 
es results in one stimulus neutralizing another 

d an improvement in some indices being accom- 
ed by a deterioration in others. Sometimes 

> plan for gross output is fulfilled and overful- 
led at the expense of the assortment of produc- 
n, with a resulting increase in the share of 
solete output of little value for the national econ- 
y. A reduction of production costs may be 
aieved while the development of new machinery 

1 technological processes is unsatisfactory. 

t is important that both the individual worker and 
entire enterprise as an economic entity should 
materially interested in technical progress. The 
ainment of high economic effectiveness of new 
nology, its rapid development and introduction 
st be materially encouraged. 

he material stimulation of technical progress 
10W acquiring increasingly urgent, we might say 
,importance. This is associated with the gen- 

1 policy of consistently applying and developing 
‘Leninist principles of democratic centralism 
‘conomic management and the principle of 
arding workers for their labor achievements 
the good of society. Yet, it is in the area of 
nulating technical progress that we have the 
atest lag in the application of the principle of 
lerial incentives. 

iS 


* 
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Comrade A. N. Kosygin, in his report on the na- 
tional economic plan for 1960 to the 3rd Session of 
the USSR Supreme Soviet in October 1959, pointed 
out that the tasks of developing new machines and 
replacing obsolete equipment were not carried out 
fully. At the plenary meeting of the State Scien- 
tific and Technical Committee of the USSR Council 
of Ministers in April 1960, which discussed the ful- 
fillment of the 1959 targets for technical progress, 
K. D. Petukhov, the Committee’s chairman, noted 
the advances made as compared with 1958 but 
stressed that the positive results must not divert 
attention from important shortcomings both in the 
development of new technological processes and 
equipment and in the utilization of the technical fa- 
cilities already developed. He pointed to the huge 
untapped reserves for accelerating technical prog- 
ress available in our country. Many plants and re- 
search and designing organizations are not coping 
with their assignments as regards new technology. 
The plans of a number of Union Republics, minis- 
tries and departments for the design and manufac- 
ture of models of new important machines and 
equipment are not being fulfilled. 

There is no doubt that one of the major reasons 
for the non-fulfillment of this important section of 
the plan, along with manifestations of a bureau- 
cratic attitude to the development and introduction 
of new technology, is the inadequate material stim- 
ulation of technical progress. The existing sys- 
tem of economic incentives frequently clashes with 
the tasks of accelerated development of technology. 
An improved, effective system of financial control 
has not been organized as yet, a faultlessly opera- 
ting system which would encourage and place in an 
advantageous position those enterprises and groups 
of personnel who are successfully developing and 
introducing new technology; a system which would 
economically stimulate lagging enterprises, com- 
pel them to strive for the level of advanced enter - 
prises. Cost accounting must be placed fully at 
the service of technical progress. Radical meas- 
ures to eliminate existing shortcomings in this 
field are needed for this purpose. 

The Plenary Meeting of the Central Committee 
of the CPSU held in June 1959 brought these short- 
comings to light. Its decision stated: *... The 
principle of making workers, engineers and tech- 
nicians of industrial establishments and building 
sites, specialists of research, planning and design- 
ing organizations materially iriterested in the de- 
velopment of new technology and its swiftest appli- 
cation in production is being insufficiently utilized 
in our economic management thus far. There are 
frequent cases when the personnel of enterprises 
developing new technology find themselves ina 
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worse position as regards the remuneration for 
their labor than the personnel of enterprises pro- 
ducing obsolete articles. Specialists in research, 
planning and designing organizations who are suc- 
cessfully solving major problems of the further im- 
provement of machinery and technology have prac- 
tically no material advantages in the remuneration 
for their labor compared with those who for years 
have contributed nothing new.” 

The Plenary Meeting mapped out the main ways 
of removing these shortcomings and instructed a 
number of organizations to work out definite pro- 


posals for economic stimuli to enterprises for intro- 


ducing new machinery and technology, for inte- 
grated mechanization and automation of production, 
for greater material incentives to personnel in in- 
dustry, construction and transport, research, plan- 
ning and designing organizations for improvements 
in production technology. The Plenary Meeting 
issued instructions to work out proposals on the 
procedure for establishing prices of new articles, 
on the improvement of facilities for financing the 
development of new technology through the use of 
bank credit, enterprise funds and so on. Many or- 
ganizations have been enlisted to carry out the as- 
signments of the Plenary Meeting and much work 
has been done. The appropriate organizations and 
research institutes have undertaken to elaborate 
these questions. 

Problems related to the economic stimulation of 
technical progress have been widely discussed of 
late in the press (including Voprosy Ekonomiki and 
Promyshlenno-Ekonomicheskaia Gazeta), at meet- 
ings of industrial personnel and at scientific con- 
ferences, in particular at the special session on 
social and economic problems of technical prog- 
ress arranged by the Division of Economic, Philo- 
sophicaland Legal Sciences of the USSR Academy of 
Sciences. A number of proposals have been sub- 
mitted and different views on a wide range of prob- 
lems have been expressed. A great deal of mate- 
rial has been accumulated. On the basis of this 
material and within the limited bounds of this arti- 
cle the author has tried to pose some of these prob- 
lems. 

ROK OK 

The main prerequisite, the normal basis for 
stimulating technical progress is that the stimuli 
must be organically bound up with the economic ef- 
fectiveness of new technology. New technology is 
not an end in itself. The purpose of its introduc- 
tion is to achieve a saving of labor time of society, 
to raise the productivity of labor, to ease and im- 
prove its working conditions and cut production 
costs. 

The tangible economic advantages of new 
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technology over the old must be brought out every) 
where as quickly as possible. The performance ii 
dices of enterprises producing or applying new 
technology should really reflect the material benes 
fit received by society. 

This material benefit should be the source of t 
rewards to the producers and consumers of new 
technology. These rewards should be reflected in 
the profitability of enterprises which manufactures 
or introduce new technology, in the appraisal of 
their plan fulfillment, in the amounts of their ente 
prise funds, in the credit which they receive and, , 
of course, in bonuses and labor remuneration. 
Technical progress and the development of new 
technology must not be based on “philanthropic” 
principles, on weakening cost accounting. Cost aw 
counting must be strictly observed with regard to 
both producing and consuming enterprises. New 
technology must be economically advantageous fo) 
both. 

It is important that efficiently operating enter-- 
prises which produce and apply new technology 
should be adequately profitable both during the pe 
riod of developing the manufacture of new techno} 
ogy and after its serial production, after its intrc 
duction at enterprises which will employ the new’ 
technology and equipment. 

In practice, however, there are frequent casesi 
which enterprises which do not produce new, teck 
nically advanced machines, do not introduce new 
technology and work on obsolete equipment, obtail 
a high profit. In the machine-building industry, fi 
example, very many such enterprises obtain a 
much higher profit than plants which are actively 
developing new models and are constantly renew’ 
ing their equipment. The executives of these enti 
prises, which in fact are backward ones, fulfill 
plan without effort, reduce production costs little 
by little and receive premiums regularly. They 
live more “calmly,” knowing no cares and hard- - 
Ships associated with basic innovations in technog 
ogy, with a serious reorganization of production | 
a whole and of the technological process, with prt 
duction risks which are often inevitable in under: 
taking the manufacture of new models. Some in-: 
dustrial executives prefer to fulfill and even sligh 
overfulfill, without any strain, the plan for the pu 
duction of old models rather than to organize thes 
manufacture of new models needed for the develo 
ment of other branches of the economy. It is cle 
how such delays in shifting to new, technically 4 
vanced equipment run counter to present conditio, 
of technical progress when the obsolescence of 
machinery has been greatly accelerated. : 

Comrade N. S. Khrushchev, in his speech at th 
June Plenary Meeting of the Central Committee | 


| 
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ithe CPSU, sharply criticized the existing practice 
of not only tolerating but encouraging, as it were, 
the continued output of Obviously obsolete equip- 
ment by permitting the executives of such enter- 
prises to receive bonuses. Citing the Saratov Gear- 
Cutting Machine Plant and its director Comrade 
Zakharov as a negative example, N. S. Khrushchev 
said: “This plant produces obsolete, inefficient 
pevel gear-cutting machines, although in 1955 new 
automated models were developed which were 50% 
more productive. Why does this state of affairs 
xrevail? Because production of the old machines 

S well adjusted and is proceeding smoothly, where- 
S conversion to new lathes would involve readjust- 
ment. Why bother, since the Saratov Economic 
vouncil paid the workers of the plant several hun- 
fred thousand rubles in bonuses for overfulfilling 
the production plan, including 21,000 rubles to the 
jirector ... A certain percentage of the director’s 
salary should have been withheld. For he is not 
qnly spoiling material but is Supplying industry 

vith tools which are already obsolete, thus doing a 
lertain amount of harm to communist development. 
ind is he the only director of this kind?” 

# It is a fact that major innovations in the organiza- 
on of production, important measures in intrc- 
ucing new technology, the testing of new production 
ad technical methods in a number of cases make it 
ore difficult to fulfill the regular production plan. 
is no secret that there are still quite a few in- 
ustrial executives who, for these reasons, do 
erything to avoid new technology and the develop- 
ent of new types of output. They are also afraid 
epending on their past “experience”) that addi- 
onal problems associated with the new technology, 
ther than improving, might even worsen the per- 
rmance indices by which the operations of enter- 
ises are judged, inasmuch as the expenses of 
veloping new technology will temporarily raise 
Oduction costs, reduce the profit rate and possi- 

y lead to losses on the corresponding articles. 

a result of all this, the enterprise becomes one 
the laggards which do not fulfill the plan, which 
variably affects the material interests of the 
rkers and the executives of the enterprises, re- 
ces their bonuses, etc. 

Unfortunately, to this day the practice of estab- 
hing prices and planning profits often favors the 
Oduction of obsolete equipment rather than that 
new, technically improved models. Many exam- 
S have been and are being cited in the press 

wing how enterprises which manufacture obso- 

2 models receive high profit rates amounting to 
nultiples of 10% on some models. All this natu- 
ly runs counter to the principles and basic 

es of the employment of the law of value ina 
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Socialist economy. It turns out that new technology, 
the output of technically improved articles, is less 
profitable while old technology, obsolete models, 
are more profitable. As a result new technology, 
new articles are not materially rewarded while 
old technology, obsolete articles, yield bonuses. 
Serious adjustments are needed here. 

The dynamics of production costs frequently run 
as follows: When the manufacture of new articles 
is first being developed their production costs tem- 
porarily reach a high level, while the production 
costs of analogous old products are gradually de- 
clining (owing to measures for the rationalization 
of production processes, etc.). At the next stage 
the reduction of production costs of old goods con- 
tinues slowly but in the case of new goods, after 
their manufacture has been mastered, production 
costs decline rapidly, more than compensating for 
the previous high expenditures. At this stage the 
new articles are much superior to the old insofar 
as cost reductions are concerned. 

There is one very important factor which makes 
it economically inadvantageous in a number of 
cases to develop and introduce new technology. The 
outlays for developing and mastering the manufac- 
ture of the new technology, new machines, equip- 
ment, mechanisms, machine tools, instruments, 
apparatus, new materials, etc., are included in the 
production costs of these goods. 

The production costs rise correspondingly with 
all the attendant consequences arising out of cost 
accounting and the existing bonus system. If the 
wholesale prices at which the new articles are sold 
do not reflect this growth in production costs, these 
temporarily high outlays, the supplier plants which 
are developing new technology will have lower 
profit rates and the economic stimuli for its devel- 
Opment may be undermined in such cases. In other 
words, the development of new articles will clash 
with the interests of these enterprises as economic 
entities. On the other hand, if wholesale prices are 
raised to reflect expenses for the development of 
new technology, this will have a negative effect on 
the economic stimuli to its introduction at con- 
suming enterprises, since under such circumstances 
the old, technically inferior models are often cheap- 
er and more advantageous than the new. In that 
case the introduction of new technology, the output 

of new models, will not conform to the interests of . 
the consuming enterprises as economic entities. A 
contradiction arises here which must and can be 
overcome. 

We should add that bonus systems for the manu- 
facture and introduction of new technology are still 
poorly organized or are absent completely. Final- 
ly, allocations to the special enterprise funds can 
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often be made in much greater amounts by enter- 
prises which produce obsolete equipment than by 
those which boldly and firmly are developing new 
models. Without eliminating all these shortcom- 
ings the proper economic stimulation of technical 
progress is inconceivable. 

The June Plenary Meeting of the Central Commit- 
tee of the CPSU noted in particular that in planning 
the outlays of enterprises, higher bodies do nottake 
into account expenses “for the development of new 
models of equipment, machinery, construction ele- 
ments and articles, for experimental work, for the 
establishment and operation of pilot plants and 
shops and also for experimental construction, do not 
assign the necessary material resources for these 
purposes, all of which adversely affects the per- 
formance indices of industrial enterprises and 
building organizations.” 

Where the economic conditions needed to ensure 
the appropriate profitability of efficiently operating 
enterprises in the period of mastering the produc- 
tion of new technology are absent because of high 
outlays, it is necessary to compensate such enter- 


prises from a fund specially set up for this purpose. 


When the development period ends (and it must be 
as brief as possible), when the economic advan- 
tages of new technology can already be realized in 
the form of a reduction of production costs, the 
compensation of outlays for the development of new 
technology should be promptly stopped. Flexibility 
and timeliness in utilizing the development fund are 
needed. 

It is necessary to exclude the influence of the 
outlays for the development of new technology on 
wholesale prices. Then favorable economic condi- 
tions will be created for the introduction of new 
technology in all branches of the national economy. 
The task is, on the one hand, to see that prices of 
new machinery should not be higher than prices of 
Old machinery, which thus far is cheaper, and that 
on the other hand, the expenses of “originally build- 
ing a new machine” (Marx) should be compensated 
to the supplier enterprises not through prices but 
in some other way. Then the principle of cost ac- 
counting will be preserved without detriment to 
both the consuming enterprise and the supplying 
enterprises. 

A solution of the problems of compensating for 
the outlays on new technology has always been of 
primary significance for technical progress. Let 
us note that the period of development of new tech- 
nology includes research and experimental work, 
the design and manufacture of experimental models, 
the preparation and raising of production to serial 
output, in a word, all the stages of development. 

Examining in detail the influence of technical 
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progress on raising labor productivity, reducing 
production costs, cutting the outlays of individual 
working time and the creation of excess surplus 
value, Marx pointed out that the reduction of costs 
based on technical progress is generally preceded 
by their temporary increase in the period of devel 
opment. In the third volume of Capital he stressec 
how great are the expenses connected with the pe- 
riod of mastering new technology. “... The costs 
of operating an establishment based on a new in- 
vention are much greater than those of later estab: 
lishments arising out of the ruins (ex suis os sibus 
of the first one, as it were. This is true to such 
an extent that the first leaders in a new enterprise 
generally go bankrupt and only those who later buy 
the buildings, machinery, etc., cheaper, make moni 
out of it.” (1) An increase in the original cost of | 
the new machines is a general economic regularitt 
a general tendency which can exert a considerable: 
impeding influence on technical progress if it is 
not overcome. 

The question of compensating for outlays on the: 
development of new technology has now become ve: 
acute in the capitalist countries. The limits of tha 
capitalist economy, of capitalist profit sharply re- 
strict the possibilities for its solution. Neverthe-. 
less, huge sums are used to cover the high expense 
of the development period. Credit sources are uss 
widely for this purpose. Large firms and monopos 
lies create special funds and the role of corre- 
sponding state subsidies has risen considerably. 

In the United States there are quite a number of 
large funds specially used to cover development e 
penses. Various subsidies are given to scientific 
institutions and laboratories, various forms of 
financing experimental work are used, etc. A so- 
called system of “accelerated depreciation” is uti 
ized. It is based on state subsidies given to the 
monopolies, naturally at the expense of the taxpay' 
ers. Corporations which step up the renewal of 
basic capital equipment and reduce the term of se 
vice of the equipment, say, from 10 or 15 years til 
d-7 years are given preferential treatment by the 
state through the cancellation of corresponding 
sums of taxes. These sums run into billions of dt 
lars annually. Their scale is illustrated by the fo 
lowing example: in two and a half years, betweer 
1955 and 1957, state subsidies in the form of “ac 
celerated decreatian” amounted to from 2/5 to 
2/3 of the total capital investments made during i 


this period in railway transport and electric pow: 
er stations. (2) Z 

In capitalist conditions, notwithstanding all thes 
measures, development expenses continue to be 
factor which essentially retards the application ¢ 
new technology. The planned socialist economic } 
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system has all the opportunities to utilize its aq- 
vantages in this sphere too and to fully neutralize 
she retarding effect of high development expenses 
or technical progress. 

This requires, first of all, appropriate changes 
n the existing practice of price formation. Numer- 
us facts show what an adverse effect the establish- 


nent of temporarily higher prices to cover develop- 


nent expenses has on the introduction of new 
echnology. Moreover, when high prices are pre- 
erved for an unjustifiably long period the produ- 
ers of new technology are not stimulated to cut the 
evelopment period and at times artificially drag it 
ut — high prices guarantee the enterprises an 
easy life” in many respects. 

If wholesale prices are to stimulate consuming 
nterprises to introduce new technology, develop- 
aent expenses must not be included in the prices 
f the new articles. These prices should be fixed 
t the level of prices of analogous models already 
eveloped. Of course it is advisable to make ad- 
istments which take into account the quality of the 
ew models, the saving they yield, the higher pro- 
ictivity of the new machines, etc. At the same 
me it is important that these adjustments which 
icrease the price should not be excessive and 
10uld not impede the application of new technology. 

Prices of new models established on this basis 
ill temporarily not cover the high costs of the de- 
lopment period. How are the interests of the 
msuming enterprises to be combined with the in- 
rests of the producers in this case? We indi- 
ted the answer above. The only way evidently is 
cover the difference between the original cost of 
© new machine in the development period and the 
st of its reproduction in the next period. This 
ould be done. out of a special fund at the disposal 
bodies which supervise the operations of enter- 
ises. It could be named the new technology de- 
lopment fund. The most suitable source for the 
fablishment of this fund would be contributions by 
enterprises of the corresponding branches. 
ese contributions should be charged to the pro- 
stion costs of all enterprises in the respective 
mches. These funds could be combined into in- 
-branch funds. Economic councils and other 
lies which supervise industrial enterprises, hav- 
‘these funds at their disposal, would redistribute 
m among branches, routing them to enterprises 
ich are developing new technology and new 
ducts. 

‘hus, the actual expenses for developing and 
stering new articles (from the very beginning of 
paring the models up to the transition to serial 

duction) would be evenly distributed among 
rprises and would not increase the production 
Aa 
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costs of new articles. Consequently, the actual de- 
velopment costs would be Singled out from produc- 
tion costs and would not serve as a price-forming 
factor. They would be covered not directly, through 
higher prices on new items being developed, but in 
a centralized way out of Special funds. 

Other methods have been Suggested. It has been 
proposed, for example, that Special, higher, ac- 
counting wholesale prices including development 
costs be fixed for enterprises producing new tech- 
nology, while lower wholesale prices, excluding de- 
velopment costs, be set for consuming enterprises, 
the difference to be covered through financing the 
producing enterprises. But these methods are ex- 
tremely involved, not to mention a number of short- 
comings inherent in them. 

The possibilities of utilizing other sources for 
the creation of development funds, besides contri- 
butions from production costs, should be studied. 
Some economists propose that funds be redistrib- 
uted out of additional contributions from excessive- 
ly high profits obtained by some enterprises. As 
pointed out earlier, because of shortcomings in 
planning prices and their unjustified variation, lag- 
ging enterprises which cling to old technology fre- 
quently have high profits. These profits, far from 
being utilized for accelerating technical progress, 
at times seem like a peculiar “bonus for technical 
backwardness.” 

There are frequent cases when consuming enter- 
prises obtain a large economic gain from the em- 
ployment of new technology, while producing enter- 
prises which assure this gain receive no advantages 
whatsoever and even suffer losses. The possibility 
of replenishing new technology development funds 
out of contributions of consuming enterprises which 
receive an economic gain from its application is 
worthy of attention. 

Proposals for establishment of new technology 
development funds have encountered objections. 
First of all there is the argument from the stand- 
point of “economies.” The establishment of such 
funds demands additional resources. But how 
should the question of economies be approached ? 
Reasonable economies means that one should not 
limit oneself to a consideration of only total ex- 
penses but should compare expenses with the re- 
sults achieved and strive for greater results per 
ruble of expenses. Development costs are inevita- 
ble and they must be covered in one way or another. 
There is no evading a rational compensation for 
these costs. It is best to do it in an organized way 
and in time so as to accelerate technical progress, 

disclosing and tapping at the same time all possi- 
bilities and reserves for reducing the costs of de- 
veloping new technology. 
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Apprehensions along the following lines are also 
voiced: will not a “development fund” create “hot- 
house” conditions for enterprises producing new 
technology? These considerations should be taken 
into account. The development of new items must 
proceed at a sufficiently intense pace, but there 
must be no rejection of every system of covering 
development costs on the pretext of preventing hot- 
house conditions. There must be no tendency to 
let enterprises fend for themselves in this regard. 
Such a stand will not help accelerate technical prog- 
ress by any means. Of course if the financing of 
the development of each new item is excessively 
dragged out the rate at which development proceeds 
might be slowed down. But at the same time it 
should be stressed that the establishment and em- 
ployment of an appropriate system for allocating 
and spending the development fund can become an 
effective stimulus to cutting the period of preparing 
the manufacture of new items. It is necessary to 
establish sufficiently brief, differentiated standard 
periods for the mastery of the production of new 
items and new technology so as to impel enter- 
prises to reduce toa minimum the duration of the 
development period and the costs incurred for 
these purposes. The June Plenary Meeting of the 
Central Committee of the CPSU stressed the need 
to accelerate the processes of development of new 
technology. 

The following proposal has also been made: the 
development fund should be used not for the entire 
development period but only for the stages of de- 
signing and manufacturing models. As for the stage 
of preparing serial production, here, it is claimed, 
no special compensation for expenses is needed. 
This viewpoint is inacceptable because serial pro- 
duction is associated with additional expenses 
which are not smaller but frequently even larger 
than in the preceding stages. Let us note that the 
production of a new model at the Moscow Low- 
Power Automobile Plant required almost a com- 
plete replacement of machine tools. 

Of great importance is an improvement in the 
methods and indices of appraising the performance 
of enterprises during the period when the produc- 
tion of new items is being mastered. This is im- 
portant because an increase of production costs, 
difficulties in fulfilling the output, labor productiv- 
ity, labor expenditure plans, etc., frequently go 
hand in hand with the development of new items. 
Naturally these difficulties affect bonuses, alloca- 
tions to the special enterprise funds and other forms 
of economic stimulation. There is an urgent need to 
work out the question of how totake all these elements 
into account in planning performance indices of an 
enterprise during the development period. 


PROBLEMS OF ECONOMICS 


A consistent national economic approach is 
needed here. Frequently during the development 
period higher costs per ruble of goods produced at 
a machine-building plant are rapidly more than 
compensated by economies stemming from the in- 
troduction of the new machinery in other branches 
Should not this be taken into account to one or an- 
other extent in establishing the planned indices for 
appraising the work of the given machine-building 
plant ? 

We have dwelled on problems of stimulating the: 
development of new technology. But the matter is. 
not limited to the development period. A corre- 
sponding task confronts us even after transition to 
serial production of these items. This task is con 
nected not only with covering costs during the de-- 
velopment period but also with stimulating enter- 
prises which produce and utilize new technology 
after its development. For this period, too, finan- 
cial control which encourages the further productia 
and early application of new technology ee re- 
tain all its significance. 

After the development of new technology effici- - 
ently operating enterprises must be sufficiently 
profitable. Profit rates must not be too low or 
pioneering enterprises will be in a worse positio 
than conservative ones. At the same time it is 
necessary to avoid excessively high profitability 
because pioneering enterprises may then “rest om 
their laurels” and lose any incentives for the fur- 
ther improvement of technology. All this requires 
flexibility in planning prices and profits. 

There are also a number of unsolved problems; 
in the practice of establishing prices and regulati/ 
profitability on new items after their development 
Prices of new goods are usually fixed on the basi’ 
of a profit rate of not more than 3 to 5%, whereass 
prices of old goods usually yield a much higher 
profit. rate. A legitimate question arises: why 
should an enterprise which developed new technol 
ogy be put in a worse position insofar as its prof. 
rate is concerned than enterprises producing obsé 
lete articles and machines which, as N. S. Khru- 
shchev put it, “are already great-grandmothers ?% 

In planning production costs and profit rates 
many economists propose that we proceed fromtil 
socially necessary average branch expenses. In 
these conditions, they argue, the law of value wo 
be utilized more effectively. Enterprises which 
have lower individual outlays than the socially ne 
essary ones would be able to have higher prot’ 
rates. 

It seems to us that there is a grain of truth he 
But we should avoid exaggerating the role of ave! 
age branch indices, because with such a wholesal 
stereotyped approach the different conditions in | 
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which various enterprises operate (production 
capacities, capital investments, material and tech- 
nical supply, natural conditions, etc.) would be ig- 
nored. AS a result, a worse situation would be 
created for efficiently operating enterprises which 
are in less favorable conditions, while undeserved 
advantages and privileges would be provided for 
enterprises which do not operate as well but enjoy 
favorable conditions — a “hothouse” atmosphere 
would be created for them. The profitability norms 
should provide incentives to good work. They 
should not serve as a passive reflection of various 
Onditions which do not depend on the performance 
f the enterprises. 

At the same time we must not tolerate a situation 
n which profitability norms encourage production 
of backward technology, as is often the case under 
he present practice of planning prices and profita- 
yility, when pioneering enterprises which have just 
leveloped new technology are less profitable than 
s¢nterprises which evade this work. Without indis- 
riminately applying average branch profitability as 
| universal criterion, we must not go overboard in 
he opposite direction, as is often the case now. 
fo ignore completely the average socially neces- 
ary expenses, to plan prices merely on the basis 
if individual production expenses, does not create 
\dvantages for advanced enterprises which would 
onform to the demands of the law of value, but oft- 
n puts them in a worse position. The result is that 
he actual profits of some enterprises do not at all 
eflect the real role of these enterprises in crea- 
ing the surplus product for society. 

In view of this, can we consider as normal a sit- 
ation in which, for example, the profit rate on ob- 
olete goods in the machine-building industry often 
mounts to 15 to 20% while on new lines it cannot 

e planned higher than 3to 5%? Such price policies, 
from encouraging, often actually “fine” an enter- 
rise for energetic work in the development of new 
echnology. If an enterprise expedites the replace- 
ent of old models by new ones, puts out new lines 
head of time, produces them in larger quantities 

an envisaged in the plan, the economic indices of 
is enterprise will be below those called for by the 
an. The need for corresponding changes in the 
‘actice of planning prices and profits is obvious. 
An old problem, of which many are “sick and 
red,” still remains unsolved and much attention 

S been given to it in the press (specifically, men- 
on should be made of the relevant articles in 
\mmunist). We refer to the situation in which 
orly operating enterprises are often assigned 

er easier plans and afforded privileged condi- 
ns. Moreover, they regularly receive bonuses 

d are encouraged in other ways. On the other 
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hand, efficiently operating enterprises, as soon as 
they introduce technical improvements and expand 
their production capacities on this basis, lose their 
advantages and often undeservedly end up in the 
ranks of lagging enterprises and are deprived of 
bonuses and other rewards which their personnel 
won at the cost of great effort. This is often due to 
the following circumstances: As soon as thereare 
Signs of success by an enterprise in developing new 
machinery, technological processes or progressive 
methods of production organization, it is at once 
given new, Sharply increased assignments whose 
fulfillment involves considerable difficulties and 
frequently leads to a decline in performance in- 
dices. In other words, in some cases the better 
working enterprises are placed in a worse position. 
To this day there are instances when at the end of 
the year plan assignments are shifted from poorly 
operating to efficiently operating enterprises. Such 
practices weaken the economic stimuli to improve 
production. 

2K 

To increase the material interest of workers in 
the acceleration of technical progress it is vitally 
necessary to use a bonus system and to introduce 
important modifications in the wage system at 
respective sections, and also to change the pro- 
cedure for making allocations to the special enter- 
prise funds. 

Serious improvements are needed in the bonus 
systems for achievements in the production and in- 
troduction of new machinery and technological proc- 
esses. The new bonus regulations adopted in 1959 
are a big step forward. They have a great stimu- 
lating effect, concentrating the attention of execu- 
tives, engineers, technicians and the entire person- 
nel of enterprises on the reduction of production 
costs. But these regulations are not specially de- 
signedto fundamentally solve the problem of stimu- 
lating new technology. In order to solve this prob- 
lem the June Plenary Meeting of the Central Com- 
mittee of the CPSU issued instructions to work out 
appropriate bonus measures. 

The existing forms of bonuses do not provide ade- 
quate stimulation for the design, development and 
introduction of new technology. Bonuses for new 
technology are issued only in the machine-building 
industry, which cannot be regarded as normal. 

Incidentally, there is still a widespread opinion 
that problems of economic stimulation of technical 
progress (including the establishment of develop- 
ment funds and bonus systems) apply only to 
branches of the machine-building industry, to the. 
manufacture of equipment, machinery, mechanisms, 
precision instruments and apparatus. It goes with- 
out saying that when we speak of technical 
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progress and its stimulation we mean, in the first 
place, the production of the instruments of labor. 
This is the main and decisive thing. But the sys- 
tem of stimulating technical progress must cover 
other fields as well: the production of new, im- 
proved objects of labor, including, for example, the 
necessary metallurgical plants which produce new 
metals, the chemical industry which produces new 
building materials and also the sphere of production 
and application of new forms of power, etc. 

The concept of technical progress is much broad- 
er than the production of new instruments of labor. 
New materials and new sources of power represent 
an integral part of modern technical progress. We 
mean not only new, improved and more efficient 
machines, equipment, precision instruments, but 
also new types of raw and other materials as ele- 
ments of the productive forces, as well as new, 
highly efficient technological processes and the 
most. advanced methods of production organization 
which are inextricably bound up with the country’s 
electrification, integrated mechanization and ex- 

_ tensive automation of production processes. Di- 
verse forms of modernizing the production appara- 
tus are of essential significance for technical prog- 
ress. Along with the sphere of direct production, 
which is basic, as time goes on technical progress 
will extend ever more rapidly to the sphere of 
management and accounting, to the sphere of mate- 
rial and cultural services to the population. All 
this should be taken into account in solving the prob- 
lems of stimulating technical progress. 

Why should workers who promote technical prog- 
ress in branches other than machine-building not 
be encouraged accordingly? Many instances have 
been cited in the press when enterprises outside of 
the machine-building industry in some area put out 
new items yielding a greater economic effect than 
new models in the machine-building industry. But 
bonuses were received only by the latter. For ex- 
ample, Promyshlenno-Ekonomicheskaia Gazeta 
pointed out in October 1959 that workers in the ma- 
chine-building industry under the Kuibyshev Eco- 
nomic Council who obtained a saving of 73.3 million 
rubles on new products were given bonuses, while 
workers in other industries, including oil and chem- 
icals, who obtained a saving of over 82 million ru- 
bles on new products received no bonuses. 

But this is not the only point. The bonus system 
in the machine-building industry as such has im- 
portant defects which lower the effectiveness of the 
bonuses. Bonuses are not set in advance and their 
payment is dragged out greatly. Many workers do 

not even know about the bonuses or their size, and 
the receipt of a bonus is regarded as some kind of 
a happy accident or pleasant surprise. At times 
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bonuses are issued years after the corresponding 
work had been completed. The funds allotted for 
bonuses are clearly inadequate. The bonus system: 
in the machine-building industry is insufficiently 
linked with many important tasks of technical prog; 
ress, poorly reflects the reorganization of indus- 
trial management and the present role of the eco- 
nomic councils. Finally, the bonus system is poor] 
integrated with the indices of economic effective- 
ness. 

It is necessary to introduce a specially devised, 
improved bonus system for new technology which 
will be applicable not only to machine building but 
also to other industries as well. It is exceedingly 
important to determine bonuses for new technology; 
in advance, to include them in the plan and to pay 
them in time. In some cases it is desirable to al- | 
low advance payments of future bonuses. Bonuses | 
for the development and introduction of new tech- 
nology should be tied to its economic effectiveness: 
The size of bonuses should be fixed depending on 
the annual economic effect yielded by the new, im-- 
proved items. Indices of economic effectiveness 
and the size of the bonuses should be determined 
Simultaneously and included in the plan. 

The June Plenary Meeting of the Central Commii 
tee of the CPSU determined the criteria which 
Should be used as guides in the elaboration and in-- 
troduction of new technology and technological proc 
esses. The Plenary Meeting stressed that the news 
technological processes, machines, mechanisms 
and building elements must “satisfy the require- 
ments of the most rational and economical use of 
social labor and material and money resources, er 
sure an increase in output, an improvement in qua. 
ity and a reduction in production costs, a growth 02 
labor productivity, lighter and healthier working 
conditions, observance of safety rules, acceleratiot 
of construction work and a decline in its cost, a res 
duction of the recoupment period of capital invest— 
ments aS compared with the best achievements of 
Soviet and foreign science and engineering.” i 

Bonus funds for new technology should be estab— 
lished at economic councils and other bodies which 
supervise enterprises (for the major part of the _ 
funds) and also at enterprises themselves (the __ 
smaller part of the funds). Allocations from prof- 
its could be the source of these funds. a: 

It is most advisable to establish bonus funds for 
new technology on the basis of a certain percentag, 
of the annual total payroll for the production per- 
sonnel of enterprises. This percentage naturally — 
should be properly differentiated. Specifically, it 
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Should be higher for designing and research perso 
nel, 


A proposal that is worthy of attention is that d 


VOL. III, NO. 5 


ng 


executives of enterprises should not be given 
bonuses if the plans for the development and intro- 
duction of new technology are not fulfilled because 
of the enterprise’s own fault, while the fulfillment 
and overfulfillment of production plans is achieved 
by producing obsolete articles. 

The bonus system should apply only to persons 
who actually take part in or really ensure the de- 
velopment of the new technology, the new articles. 
Bonuses should also be given for the adoption of the 
sest foreign experience. No transfer of money 
irom the bonus funds must be allowed for other pur - 
908eSs. 

_ It is necessary to establish a bonus system in 

the bonus payments for new technology will 
really reflect the economic effectiveness of this 
echnology and at the same time the payments will 
ot be dragged out. Prior to the introduction of 
ew technology, particularly during the stages of 
esigning and making initial models, it is often dif- 
cult to determine more or less exactly its actual 
conomic effectiveness. But, on the other hand, if 
he payment of bonuses is delayed until the manu- 
acture of the new technology is mastered and its 
conomic effect following its introduction is deter- 
ed, we will again be faced with delays in the 
ayment of bonuses and their effectiveness will be 
reatly reduced. 

The way out, first of all, is to fix the amount of 
onuses in the annual plan on the basis of prelimi- 
ary calculations of economic effectiveness of new 
chnology and, second, to pay bonuses “by stages.” 
his would mean the establishment of the follow- 

ig@ procedure: After the completion of each stage, 
pynuses would be awarded for the work done in de- 
bloping new technology on the basis of the techni- 
and economic calculations which should be 

ade at the given stage. Only after these calcula- 
ons are verified in detail, following the develop- 
ent and introduction of the new technology, will 

e final bonus payments be made. 

The stages in bonus payments could be the fol- 
wing: for designing, that is, after the approval 
the submitted design and all the technical speci- 
ations; next, for the manufacture and testing of 
perimental models, that is, after their accep- 
ace by a special commission; finally, for the 
astery of serial production, when factory docu- 
ents with the technical and economic specifica- 
ms for the finished articles have become avail- 


Such payment of bonuses by stages would ensure 
» direct dependence on the amount of the bonus 
eived by the workers of each section on the 

ual results of their particular work. It goes - 
hout saying that all this requires the prompt 


appraisal of designs and acceptance of experimental 
models, and the inclusion of the new articles in the 
plan for serial production. Only under these condi- 
tions will such a bonus System be sufficiently effec- 
tive. 

Nor is it possible to really stimulate the manu- 
facture and introduction of new technology and new 
articles without appropriate changes in the organi- 
zation of wages. It is essential to eliminate as 
quickly as possible cases in which workers who 
shift tothe manufacture and development of new 
technology, far from being encouraged, at times 
even receive lower wages. Here the principle of 
distribution according to work is often violated. 

An important stimulating effect could be derived 
by the transfer, for a corresponding period, of the 
workers engaged in mastering the production and 
introduction of new technology to a time-plus- 
bonus wage system so that the sum of bonuses 
would comprise a considerable share of the basic 
wage rate (up to 1/3 and more). In this instance an 
indiscriminate approach is impermissible, caution 
is needed, but this measure is undoubtedly feasible 
and necessary in many cases. 

Another question of great importance is that of 
remunerating workers engaged in the manufacture 
of new, super-fine articles and in the performance 
of essential operations requiring a high degree of 
precision and skill, for example, in the manufacture 
and setting up of experimental models. Yet ina 
number of cases labor is remunerated without tak- 
ing accountof these circumstances, on the basis of 
wage systems and norms employed in serial pro- 
duction. In some cases the decisive element in 
wage payments is the mass or the weight of the out- 
put. The quality of experimental, preparatory and 
finishing work is not considered. Here, too, cor- 
responding modifications are needed. 

Technical progress is expressed in the improved 
designs of macinery and equipment, in reductions 
of their weight, which means a saving in metal and 
other materials. But planning indices fixed in the 
form of the value of total output in rubles or in 
units of weight of many items of the machine-build- 
ing and other industries clash with the tasks of 
technical progress and the improvement of the qual- 
ity of goods. Comrade N. S. Khrushchev pointed to 
this in his speech at the June Plenary Meeting of 
the Central Committee of the CPSU. We know what 
resistance designers who try to reduce the weight 
of machines often encounter — these machines are 
planned in terms of weight with all the material ad- 

vantages following therefrom for the enterprises. 
We ought to definitely abandon weight indices of 
plan fulfillment in some branches and increase the 
role of indices of assortment and quality of output. 
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The inclusion of plans for the development of 
technology in the general state plan and giving them 
priority in material supply and finances, as indi- 
cated in the decision of the June Plenary Meeting 
of the Central Committee of the CPSU, has a great 
stimulating effect on technical progress. 

Assignments in regard to new technology of gen- 
eral national significance are becoming an integral 
part of the national economic plan. State plans 
must provide for the expansion of the output ofnew 
models of equipment and the removal from produc- 
tion of obsolete models. 

In assessing the economic activities of enter- 
prises today, account must be taken of the fulfill- 
ment of plan assignments for the design, develop- 
ment and application of new machinery and 
technological processes. 

It is especially important that production and 
technical measures for the development and intro- 
duction of new technology be fully backed by cor- 
responding priority financing and by material and 
technical supply. 

The consistent accomplishment of this task 
means that the law of the balanced development of 
the economy will be employed with new force and 
great effectiveness for accelerating technical prog- 
ress. 

But the essential shortcomings existing here 
must be rapidly eliminated. The actual state of af- 
fairs is such that frequently the planned develop- 
ment of new technology, far from enjoying priority 
in material and technical supply, is in general 
shifted to the background and is provided for from 
time to time by way of some additional work. Such 
practices strike at the very root of the economic 
stimuli to technical progress. It is necessary to 
put an end to instances (which are still widespread) 
in which new models of equipment, whose supply is 
envisaged in the coordinatedand approved plans for 
new technology, are not put into serial production. 
As a result the supply of this equipment to the cor- 
responding enterprises is disrupted and the produc- 
tion of new, technically improved articles is 
delayed. Here is one of the numerous examples of 
unsatisfactory material and technical supply of 
operations for the development of new technology: 
almost 1/3 of new technology assignments planned 
for 1960 in the Uzbek Republic will have to be pro- 
vided with material resources not envisaged in the 
plan in advance. These resources will have to be 
“found” in a so-called operational manner. Coor- 
dination of plans for the manufacture and introduc- 
tion of new technology with plans for material and 
technical supply is one of the major economic pre- 
requisites for accelerating technical progress. 

In addition to providing material and financial 
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resources for planned measures for new technol- 
ogy, there arises an ever growing need to ensure 
corresponding measures not provided for by the 
plan. We know that work by enterprises on meas-. 
ures not included in the plan is of great importanci 
for the development of technology. It is impossibl 
to make advance provisions from above for these 
jobs and enterprises need resources for their ful-. 
fillment. These resources can come from the 
special enterprise funds and also be covered by 
credit, the role of which naturally is not at all lim: 
itedto financing jobs not envisaged in the plan. 

The stimulating effect of the special enterprise | 
funds is relatively small now. This is explained 
first of all by their insignificant size in relation tc 
the total payroll or the working capital which ente: 
prises have at their disposal. If, for example, all! 
the special enterprise funds are divided by the 
total number of factory and office workers in the 
country the average amount per employed person 
will be some tens of rubles-per year. All the sums 
from the special enterprise funds spent for satisfy 
ing the material and cultural requirements of the 
workers also yield an average of some tens of 
rubles per employed person annually. Naturally, 
at many enterprises the share of these funds is cox 
Siderably higher. But even there the economic rot 
of these funds is small so far. 

Yet these special funds could serve as a powerft 
factor not only for the individual but above all for: 
the collective stimulation of personnel in raising 
the economic performance indices of their enter-- 
prises. As society advances to communism, along 
side moral stimuli, the importance of various forr 
of collective material incentives should also grow 
The concern of each worker not only for his own 
section but for improving the work of the enterpri’ 
as a whole will rise. In this respect, too, the spe 
cial enterprise fundswill undoubtedly exert a a | 
lating effect. 

We must not underestimate the possibilities ana 
the prospects of special enterprise funds in stimy 
lating workers and executives to promote technics 
progress and in providing enterprises with an add 
tional source of funds for improving technology. . 
But the system of special enterprise funds is not - 
adapted to this task at present. The tasks of acce 
erating technical progress are not coordinated _ 
with the procedure for the establishment of these: 
funds. . 

The pioneering work of advanced enterprises it 
developing new technology does not effect the _ 
amounts in their special funds. Enterprises whici 
develop new, technically improved articles have 1 
advantage as regards these Special funds. As 
pointed out earlier, some advantages in this respé 
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re actually enjoyed at times by enterprises which 
oid developing new technology, inasmuch as in a 
umber of cases they have higher profit rates. 

Although so far the Special enterprise funds have 
enerally played a relatively small part as eco- 
Omic stimuli, nevertheless such “favoritism” with 
egard to lagging enterprises as compared with ad- 
anced ones cannot help but have an adverse effect, 
yeakening the material interest of the personnel of 
nterprises in developing new technology. 

There is an urgent need, first, to increase the 
mounts of the special enterprise funds so that they 
an Serve as an important stimulating factor for 
nterprises; second, to make contributions to these 
mds depend on the share of new, technically im- 
roved articles in the total Output of enterprises; 
lird, to allot a certain part of these funds for ex- 
enses on technical improvements, including mod- 
rnization of equipment, fulfillment of new tech- 
Slogy measures not envisaged in the plan and also 
x the payment of bonuses for these jobs. 

Modernization of equipment holds an important 
lace in improving technology in industry. About 
J0,000 machine tools will be modernized in the 
irrent seven-year period. Raising the average 
-oductivity of each machine tool by 25% will yield 
1 economic effect estimated at about 10 billion 
bles in seven years. On the other hand, mod- 
nization expenses will amount to some 2.8 billion 
ibles. The June Plenary Meeting of the Central 
Jmmittee of the CPSU stressed that the non- 
lfillment of assignments for the modernization of 
solete equipment was intolerable. The release 
the initiative of enterprises is one of the pre- 
quisites for a rapid and determined step forward 
modernization. This, in turn, requires that a 
asiderable part of the funds for modernization 
tually be at their disposal, that greater opportuni- 
8 be provided to use depreciation sums for defi- 
€ purposes in conformity with the concrete needs 
enterprises. Marx stressed that the deprecia- 

n fund was a source for constant expenditures 
improving and expanding production. 

Credit can serve as an important factor in the 
nomic stimulation of technical progress. The 
rience of the State Bank in granting credit for 
technology for terms of one, two or three 

‘S has undoubtedly yielded positive results. At 
Same time the exceedingly limited nature of 

$ credit is generally recognized. A decision has 
n adopted recently on the extension of credit 
new technology, both as regards the period of 
dit and the range of projects covered. The role 
local bodies in granting credit has been en- 

ced. There is no doubt that this will increase 

1 more the importance of credit in stimulating 
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technical progress. It is necessary to ensure that 
material resources are obtainable with the credit. 
We are of the opinion that in the future credit finan- 
Cing of new technology should be extended more and 
more. In the future, long-term credit will be able, 
along with budget financing, to play its part suc- 
cessfully in major planned measures for the devel- 
opment of new technology. 

The dogma that under socialism long-term cred- 
it can be employed only in cooperative enterprises 
and that it is impermissible for capital investments 
in the state sector has wide currency to this day. 
Whence the origin of this Opinion? From the ex- 
perience of the past. Indeed, in the past the prac- 
tice of credit financing for capital investments in 
the state sector proved unsuccessful. But some 20 
to 30 years ago the situation was different, the 
tasks were different, the conditions in which enter- 
prises operated were different, economic account- 
ing played a different part, the present possibili- 
ties of financial control were absent, etc. Consider - 
ation of the time factor, effectiveness of capital invest- 
ments, the reduction of their period of recoupment 
are acquiring ever greater significance. Today the 
possibilities for the development of credit in the 
state sector have grown. The credit form has a 
number of specific advantages in the sphere of 
capital investments as well. It is a much more 
flexible and effective method of financial control 
than budget financing. The fact that credit is given 
for a definite time and must be repaid combines it 
organically with the entire system of cost account- 
ing. That is why it affords great opportunities to 
exercise effective financial control of enterprises, 
to promote the proper choice of capital development 
projects, to cut the periods for commissioning these 
projects and the periods of recoupment of the capi- 
tal investments, to speed up the turnover of fixed 
assets. At the same time it is important that bank 
agencies verify more carefully the degree of effec- 
tiveness of new technology, the economical expendi- 
ture of resources for the designated purposes. 

We can hardly agree with another rather wide- 
spread idea, that the reproduction of fixed assets is 
a Sphere that should be covered solely by central- 
ized planning and that the cost accounting functions 
of enterprises have no bearing on it whatsoever, 
extending merely to working capital. Naturally, the 
decisive and determining part is played by centralized 
state planning of the reproduction of fixedassets. With- 
out this a planned economy is impossible. Butatthe 
same time it is imperative to increasingly stimulate 
the initiative of enterprises and enhance their interest 
in the proper use of fixed assets, acceleration of their 
turnover, reduction of periods for construction and 
recoupment of capital investments. 
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It is here that the need for wider introduction of 
cost accounting is particularly great. Credit can 
serve as one of the effective levers stimulating the 
initiative of enterprises in the effective employ- 
ment of resources allocated for the reproduction of 
fixed assets. It is not a question of destroying the 
established practices but of gradually introducing 
credit into the sphere of planned capital invest- 
ments. The question of a further differentiated in- 
crease in the periods of credit and its extension to 
more projects should be studied. 

Socialism radically alters the social and econom- 
ic conditions of technical progress and its results. 
This is a manifestation of the historic advantages 
of the socialist system. Capitalism impedes the 
introduction of integrated mechanization and auto- 
mation of production processes. The threat of a 
huge growth of unemployment which modern tech- 
nical progress brings to the capitalist system can- 
not help but operate with growing force. The facts 
show that under capitalist conditions the automa- 
tion of industry often leads to the dismissal of one 
half or more of the workers. While accelerating 
technical progress to the utmost, socialism is able 
to ensure the right to work and the full employ- 
ment of the population, to raise living standards 
constantly and swiftly. 

For the consistent realization of these advantages 
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of socialism it is necessary to combine the intro- 
duction of advanced technology, integrated mechan- 
ization and automation of production with a corre- 
sponding, planned redistribution of labor power on 
the basis of voluntary transfers of workers to oth- 
er sections, changes in the occupational composi- 
tion of the working people, etc. This implies addi- 
tional measures for the retraining of factory and 
office workers, enhancing their technical skills, 
giving them effective aid in transferring to other 
jobs, creating for this purpose favorable housing, 
cultural and other conditions for the workers. This 
will open up still wider opportunities for industria: 
executives to introduce new technology. 

The constant improvement of measures for the 
economic stimulation of technical progress is a 
primary national economic task which will be on 
the agenda for many years and will require the 


exertion of great efforts by our economists. 
OR 


Footnotes 


(1) Karl Marx, Capital, Vol. II, cate pp. 109- - 
110 (Russian edition). 

(2) Survey of Current Business, 1987, No. 9, 
p. 5. 
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The Building of Communism and Long-Range Planning 


The gradual transition from the first to the sec- 
nd and higher phase of communism is a systemat- 
¢ process. It presupposes the conscious and con- 
-erted efforts by millions of people to mobilize all 
heir strength and resources for the purpose of 
learing the way for and assisting actively in the 
tar liest and complete establishment of the new, 
he advanced system. Gigantic organizational work 
n the part of the Communist Party and the Soviet 
ate, thorough elaboration of the general pros- 
ects of the economic development of the USSR and 
onsistent implementation of the magnificent plans 
f COmmunist construction are required in order 
) build communism in the shortest period of time 
nd to make rational use of material and labor re- 
ources for this purpose. 

The idea of scientific long-range planning was 
enin’s. It will be recalled that the program for 

€ country’s electrification — the first state plan 
r socialist construction, covering a period of 10 
15 years — was drawn up under his guidance in 
120. This plan was fulfilled a long time ago and 
boldest projections have been considerably sur- 
ssed. Of course, the country today is faced with 
uch more complex problems than those which the 
thors of the first plan for electrification were 
lled upon to solve. But the methodological ap- 
oach employed by the GOELRO has not lost its 
snificance to this day. 

Thanks to the victory of the socialist revolution 
was possible to undertake the building of the so- 
alist, and later of the communist, society. At 

st, however, the Party and the Soviet state had 
y little material to work with in preparing a 
nerete program for socialist and communist con- 
uction. *... We are moving towards commu- 

3m inevitably, unavoidably,” said V. I. Lenin in 
vember, 1918. But in elaborating he went on to 
7: “We do not claim exact knowledge of the 

ad.” (1) But after the first steps in socialist 
struction had been taken Lenin could view from 
ifferent angle the question of the possibility of 
omic prediction. In 1923 he emphasized: “... 
now have an opportunity which rarely occurs 
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in history of ascertaining the period necessary for 
bringing about radical social changes; we now see 
clearly what can be done in five years and what re- 
quires much more time.” (2) 

Long-range planning stems from the nature of 
the tasks for which our Party and the Soviet state 
are working, from the main goal of the Soviet peo- 
ple, the building of a communist society in the 
USSR. It would be wrong to imagine that the social- 
ist society could grow into a communist society 
within a few years, or even within a five-year peri- 
od. Processes of this kind require considerably 
longer periods of time. It should be remembered 
that what is involved is a powerful comprehensive 
development of the productive forces with a high 
level of socialization of production. Take, for ex- 
ample, the construction of the Volga cascade of 
hydroelectric stations. It is clear that the con- 
struction of the entire chain of electric stations on 
the greatest European river (from the source to the 
mouth, and on its tributaries) cannot be accom- 
plished in five to ten years. The Volga and its tribu- 
taries must be utilized on the basis of a multiple 
purpose project which would simultaneously solve 
the problems of power production, shipping, agri- 
culture and municipal economy. 

The Volga project is no exception. The rational 
construction and operation of vast enterprises is 
unthinkable without long-range planning. Marx 
wrote that “it is the necessity of bringing a natural 
force under the control of society, of economizing, 
of appropriating or subduing it on a large scale 
through the work of man’s hands, that first plays 
the decisive part in the history of industry.” (3) In 
the period of the comprehensive construction of 
communism, large-scale projects acquire espe- 


cially great significance. Andthey require overall 


plans covering long periods of time. 

Under socialism, however, long-range planning 
is not only a matter of necessity. The socialist 
state has all the possibilities for the effective im- 
plementation of its plans. As the owner of the ba- 
sic means of production it is in a position to know 
in advance both the requirements of society and 
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its production resources, and to channel them on a 
planned basis into economic and cultural develop- 
ment. Socialist property, which unites production 
on a social scale, serves as the basis for the sys- 
tematic cooperation of labor on a national scale. 
The development of relations of comradely coopera- 
tion and mutual assistance lies behind the mass emu- 
lation movement which has become one of the forms 
of participation of the broad masses in planning and 
in the management of production. Consistent im- 
plementation of the Leninist principle of democrat- 
ic centralism stimulates the initiative of the repub- 
lics, regions, industrial enterprises, state farms 
and collective farms in planning and in carrying out 
the plans. 

The growing significance of scientific planning 
in the socialist society has been emphasized by the 
Communist Party again and again. The 20th Con- 
gress of the CPSU adopted a decision to prepare a 
long-range plan for building communism, for de- 
veloping the Soviet Union’s economy and culture. 
The 21st Congress outlined a program for commu- 
nist construction, defined the basic tasks of the So- 
viet national economy and examined a concrete 
Seven-Year Plan of economic and cultural develop- 
ment for 1959-1965. Its historic decisions call for 
greater stress on long-range planning and furnish 
the basis for the successful solution of methodolog- 
ical and practical problems of planning. In line 
with these directives of the Party, the Soviet Union 
is preparing a plan for socialist economic and cul- 
tural development for the coming 15 to 20 years. 

The general long-range plan will be a concrete 
economic program for building communism in the 
USSR. Thanks to the great progress in the develop- 
ment of the productive forces and in the socializa- 
tion of production and to the strengthened organiza- 
tional activity of the state, it is possible to embrace 
all the basic elements of reproduction in the long- 
range plan. It should contain provisions for the 
further development of the productive forces and 
for improvements in socialist production relations. 
The general goals in production are to overtake and 
surpass the USA in per capita output of the most 
important items of production, to create the mate- 
rial and technical base of communism and, on this 
basis, to attain a higher productivity of labor than 
in the leading capitalist countries and to create an 
abundance of products. The magnitude of these 
tasks may be judged from the following. In 1958 
the per capita industrial output of the USA was 
more than double that of the USSR and per capita 
agricultural output was approximately 40% higher 
than ours. Productivity of labor in US industry 
- was 100 to 150% higher and in agriculture about 
200% higher than in the USSR. Consequently, in 
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order to surpass the economic level of the USA in 
ten years Soviet industrial production will have to 
more than double, and if American production keeps 
on growing it will have to increase even more. Nat- 
urally, thus far it is possible to cite only provision- 
al dates and increases required in production. Fi- 
nal targets will be defined only after detailed 
technical and economic calculations have been 
made. 

Ways of solving social and economic problems 
will be elaborated along with the preparation of the 
economic program for building communism. Com-: 
munism will grow out of socialism as its direct 
continuation. In the socialist society we already 
have many visible elements of communism which 
are gradually being developed and improved in the 
process of the conscious and energetic activity of 
the working people for the fulfillment and overful- 
fillment of the economic plans. 

Naturally, not everything can be translated into 
the language of figures and assignments. No one 
can determine the exact date on which the state will 
wither away or foresee the exact year in which all 
the members of society will adopt a communist atti 
tude towards labor. However, it is necessary to 
estimate, in accordance with the real possibilities, , 
the approximate dates involved and to take account 
of the concrete conditions for the solution of the 
social and economic problems of communism. It 
is quite possible, for example, to foresee the ma- 
terial and technical resources necessary for con- 
verting agricultural labor into a variety of indus- 
trial labor, the means of furthering the socializa- 
tion of collective farm production (growth of indi- 
visible funds, construction of collective farm and~ 
inter-collective farm enterprises with the aid of 
state investments, etc.), and the means required fo» 
a radical change in the life and cultural activities 
of the rural population. All this plays a most im- 
portant part in the systematic eradication of the 
essential distinctions between town and country. 

Systematic measures are also required for solv- 
ing the problems connected with the elimination 
of essential distinctions between intellectual and 
physical labor. It is a question of calculating the 
period and measures required to raise the cultural. 
and technical level of all workers and collective 
farmers to that of engineers and technicians. Nor” 
is this all. The technical level of production will © 
have to be raised to such a level that labor in any _ 
branch of the national economy will involve the 
regulation and control of automatically performed 
production processes and will obviate completely 
the need for physically arduous operations (as wel. 
as for unskilled and low-skilled labor). 

An equally complex problem of the general plan 
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is the gradual development of communist forms of 
distribution. A certain portion of the social prod- 
uct is already distributed free of charge. This por- 
tion will grow with the approach of communism. In 
time society will apparently take upon itself full 
responsibility for the upbringing and education of 
children (their free maintenance in pre-school in- 
stitutions and state boarding schools, provision of 
clothing, shoes, food, textbooks and other school 
supplies for school children), for the maintenance of 
the aged and incapacitated members of society, etc. 
But the development of communist forms of distri- 
bution must be combined with the consistent im- 
plementation of the socialist principle of organiza- 
tion of production and distribution. Unless this is 
done we shall be confronted with levelling and the 
disappearance of material incentives to the growth 
of labor productivity and improvements in skill. 
It is, therefore, important to find the correct com- 
bination of the socialist and communist principles. 
In the materials of the 21st Congress of the 
CPSU we also find a reflection and substantiation 
of the most important problems of communist con- 
struction of interest to the socialist camp as a 
whole. This involves problems connected with the 
development and consolidation of the world social- 
St system, with the transition of the socialist coun- 
ries to communism and withthe strengthening of the 
bonds amongthem. Asa result of the implementation 
of the Seven-Year Plan inthe USSRand the high rates 
of growth inthe other socialist states the countries of 
he world socialist system will produce more than 50% 
of the world’s industrial production in1965. Moreover, 
he economic development of the socialist countries 
will be gradually levelled out andthey willall begin 
he transition to the higher phase of the communist so- 
iety more or less simultaneously. The planned, 
oroportionate development of the world socialist sys- 
em requires the coordination of the economic plans 
of the socialist countries. Atthe May, 1958 conference 
of representatives of the Communist and Workers’ 
Parties of the socialist statesthe necessity for all so- 
ialist countries to prepare long-range economic plans 
or several five-year periods was recognized. 
The concrete economic program for building 
Ommunism in the USSR can be worked out only by 
he combined efforts of a large group of planning 
pecialists, engineers, scientists and innovators 
rom amongst the ranks of workers and collective 
armers. In accordance with a fine tradition es- 
ablished in the USSR, the economic plans are wide- 
y discussed by all the working people, but the 
eparation of the corresponding projects is impos- 
ible without scientific research. In this article I 
O uld like to direct attention to some questions 
onnected with long-range planning. 


The basic practical task of communist construc- 
tion on which chief stress is being laid today is 
that of building the material and technical founda- 
tion of the communist society, of bringing about 
another powerful advance of the productive forces. 
The general plan is necessary primarily for com- 
prehensively elaborating and defining with a high 
degree of certainty the ways and means of convert- 
ing the material and technical base of socialism in- 
to the material and technical base of communism. 
This problem cannot be solved without a thorough 
analysis of the conclusions of science and technol- 
ogy and their application to production. “... The 
economist must always look ahead in the direction 
of technical progress,” emphasized V. I. Lenin. 
“Without this he will immediately find himself lag- 
ging behind...” (4) Planning of technical develop- 
ment is closely connected with all the major sec- 
tions of the general plan. Unless account is taken 
of technical progress it is impossible to determine 
the growth in the volume of production and in the 
productivity of labor, the types and costs of capital 
construction, the structure of production, the stand- 
ards for the expenditure of materials and the costs 
of production. It is also essential that account 
should be taken of the social consequences of the 
use of advanced technology, its influence on the use 
of labor resources, the training of cadres, etc. 

However, the plan must not be confined to the 
solution of urgent technical problems of the day. It 
must envisage probable new solutions which will be 
thoroughly realistic. The GOELRO in its day 
summed up the world-wide experience in the develop- 
ment of technology and correctly appraised the 
main avenues of its further progress. In this way 
it served as the basis for all economic projects. 
Today, too, the concrete preparation of a general 
plan is unthinkable without a thorough analysis of 
the technical level of the socialist countries and of 
the whole world and without a determination of the 
paths of future technical progress. Should the prep- 
aration of a plan be based on the old standards for 
capital investments, labor expenditure and rates of 
production growth, the result would be an artifi- 
cially limited construction program. Calculations 
based on standards which take technical progress 
into account change the picture completely. Be- 
cause proper account was taken of modern tenden- 
cies in technical development, the Seven-Year Plan 
was able to provide for favorable proportions in the 
development of various branches of fuel production. 
Substitution of natural gas and oil for coal during 
the seven-year period should yield a saving of more 


. than 125 billion rubles, which is more than enough 


to cover investments in the chemical industry dur- 
ing this period. 
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Technical progress is radically changing the old 
ideas about methods of production and the signifi- 
cance of some of the industries which constitute the 
foundation of the national economy. The chemical 
industry is becoming one of the most important 
branches of production, the supplier of materials 
for every kind of use. Academician N. N. Semonov 
has calculated that in 15 to 20 years world produc- 
tion of polymeric materials (plastics, synthetic 
fibers, synthetic rubber) will reach 2/3 of the pres- 
ent production of steel, with the production costs 
and capital requirements approximating those 
needed in the production of iron and steel, and low- 
er than those in the production of nonferrous met- 
als. Polymers are becoming the strongest compet- 
itors of metal. The well known British physicist 
Bernal holds that chemistry has a tendency to in- 
vade and change all spheres of material production, 
so that metallurgical production in particular may 
perhaps soon be fully converted to the use of chem- 
ical methods. “It will be necessary,” he says, “to 
create entirely new substances with the desired 
properties which do not necessarily exist in nature, 
and not only passive, but possibly also with active 
ones, as, for example, the capacity for automatic 
and controlled contractions imitating muscular ac- 
tion.” |Retranslated from the Russian — editor.] 

The 21st Congress of the CPSU defined the main 
directions of technical progress in the USSR. These 
are, first and foremost, electrification with the use 
of new sources of energy, nuclear energy included, 
comprehensive automation and mechanization of in- 
dustrial enterprises, and the application of chemis- 
try to production. These are not contradictory but 
interconnected and interdependent trends. Only by 
relying on them is it possible to correctly define 
the technical policy and program for furthering the 
use of new, highly efficient machines and other 
equipment, as well as other measures connected 
with new developments in engineering. 

Special attention was devoted to questions re- 
lating to the planning of new technology by the 
Plenary Meeting of the Central Committee of the 
CPSU in June, 1959. The meeting criticized the 
failure to include in the annual national economic 
plans provisions for the development and introduc- 
tion of new techniques which are of general state 
Significance. It found it necessary to concentrate 
attention on the solution of a problem raised by the 
21st Congress of the CPSU, i.e., that of eliminating 
arduous manual labor through the comprehensive 
mechanization of production processes. According- 
ly, the planning authorities were directed to pre- 
pare projects for the comprehensive automation of 
branches of production, construction and transport, 
a program for furthering the use of radio-electronic 


PROBLEMS OF ECONOMICS 


equipment and plans for the development of spe- 
cialization in industry and construction. The meet- 
ing also recommended that the submission of pro- 
posals for technical improvements in production 
and modernization of equipment be organized in all 
the enterprises and at all the economic councils. 
All this provides invaluable material for the gener- 
al plan. Improvements in planning will promote the: 
adoption of new technical methods in production. 

A task which can be posed for solution in 15 to 
20 years is the technical re-equipment of all the 
branches of the national economy. The total amount: 
of capital investment provided for in the Seven- 
Year Plan is almost equal to the total amount of in-- 
vestment during the years of Soviet rule. Conse- 
quently, roughly speaking, 50% of the fixed capital 
of the national economy will be renewed in the sev-- 
en-year period. Much more thoroughgoing under- 
takings in the realm of technical reconstruction will 
have to be accomplished in 15 to 20 years. This 
will be a profound technical revolution. 

The most important aspect of the technical re- 
equipment of the national economy is electrifica- 
tion and the speed of its development. Speaking at 
the conference on power construction on November ' 
28, 1959, N. S. Khrushchev said: “... The long- 
range plan for the electrification of the country cal- 
culated for 15 to 20 years and the long-range na- 
tional economic plan of the same duration should 
become the main pivots of our program for building: 
communism.” Electrification is the general and 
universal power supply basis for the automation anc 
mechanization of production, for advanced technol- - 
ogy, especially in metallurgy, chemical production 
and the engineering industry. It is the main ground 
work for the technical reconstruction of agriculture 
and transport. Transmission of electric power over 
long distances will lead to drastic reductions of 
fuel shipments and create new conditions for the . 
distribution of production, inasmuch as every in- 
habited point can be supplied with electric power — 
regardless of the local power potentialities. 

It is difficult to overestimate the importance of _ 
comprehensive electrification. It would be impos-_ 
sible to eliminate arduous manual labor, to design © 
new technological projects and to control automatic 
systems of machines without electrification. Only | 
the comprehensive electrification of the country 
can create the necessary conditions for eliminating: 
the essential distinctions between intellectual and 
physical labor. It will provide a most effective # | 
means of converting agricultural labor into a var 4 
ety of industrial labor and for reorganizing ville g 
life as required by the tasks of communist construe 
tion. Electrical means of transportation and com=; 
munication, radio and television Satisfy the growing 
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requirements of people for mutual intercourse, for 


he most accessible and direct political and cultur-_ 


al information, and tend to equalize living condi- 
‘ions in the center and on the outskirts, in townand 
country. Electrification accelerates the socializa- 
‘ion of labor and production. On the basis of elec- 
‘ric power and transportation systems, labor in the 
ast economic regions will merge into a single 
orocess, and in the future local power Systems will 


Increase in Gross Production, 


Gross industrial output 

Consumption of electric power 

Ratio between growth of pro- 
duction and consumption of 
electric power (index of gross 


production = 1) 

Productivity of labor 

Electric power consumption per 
worker 

Ratio between growth of labor 
productivity and electric pow- 
er consumption per worker 
(index of labor productivity =1) 


1965. 


It is natural that the consumption of electric pow- 
should grow faster than production, with the re- 
t that the amount of electric power per unit of 
oss production increases. This is indicative of 
adoption of new technological processes based 
electrification. Additional expenditures of elec- 
ic power for technological purposes are greatly 
excess of economies due to cuts in norms of 
ecific consumption. Figures show that the elec- 
ification of Soviet industry is proceeding rapidly 
d that consumption of electricity is growing ap- 
oximately three times as fast as gross produc- 
mn. In some periods, however, the relationship 
tween the growth of production and the supply of 
ectric power deteriorated. In the Fifth Five- 

‘ar Plan gross production grew almost at the 

me rate as the consumption of electric power. 

s relationship changed slightly in favor of elec- 
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develop into a unified system of the state and of a 
number of states. 

An analysis of the development of electric power 
production in the past (in connection with the gener - 
al development of the national economy and of its 
Specific branches) is of definite value in planning 
electrification. Industry has hitherto been the main 
consumer of electric power in the Soviet Union. We 
present the relevant data below. 


Electricity Consumption, Labor Productivity and Electric 
Power Consumption per Industrial Worker in Soviet Industry (1913 =1)* 
SR a ah ed NS 


* Calculations based on data of the Central Statistical Administration of the USSR, Narodnoe 
khoziaistvo SSSR v 1958 godu, pp. 60, 112, 149 and 151, and on the target figures for 1959- 


Seven-Year Plan the increase in electric power 
consumption is due to exceed the growth of gross 
industrial output by 22%. 

There is also a direct connection between labor 
productivity and the consumption of electric power 
per worker. The main factor in the growth of la- 
bor productivity is technical equipment, and the in- 
dex of electric power consumption per worker re- 
flects in the most general way the overall growth 
of the technical equipment of workers. In the past 
the electric power consumption per industrial work- 
er grew approximately twice as fast as labor pro- 
ductivity. Between 1950 and 1958, however, there 
was no change in the relationship between these in- 
dices. Important changes in favor of the index of 
power consumption per worker will occur only in 
the Seven-Year Plan period. This is one of the 
most important prerequisites for the substantial 
increase in labor productivity which is essential 
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for the achievement of communism. Evidence of 
the more rapid growth of power consumption per 
worker is also found in other countries. Labor pro- 
ductivity in the manufacturing industries of the USA 
between 1940 and 1953 increased by 45% while elec - 
tric power consumption per worker rose by 87% 

in the same period. 

Soviet electric power production is growing much 
faster than in the capitalist countries. Annualrates 
of increase in electric power production between 
1951 and 1959 were 12.5% in the USSR, 8% in the 
USA and 7.7% in France. In accordance with 
planned provisions electric power production inthe 
USSR will increase rapidly in the seven-year peri- 
od and in subSequent years. 

According to preliminary estimates of the Minis- 
try of Electric Power Station Construction cited by 
N. S. Khrushchev at the conference on power con- 
struction, the production of electric power in the 
USSR will increase from 291 billion kwh. in 1960 
(according to the annual plan) and 500-520 billion 
kwh. in 1965 (Seven-Year Plan), to 900 billion kwh. 
in 1970, about 1,500 billion kwh. in 1975 and about 
2,300 billion kwh. in 1980. From the standpoint of 
the rate of electrification this program for elec- 
tric power production implies: a) an increase of 
about 600 to 700% in power station capacities in 15 
to 20 years; b) maintenance of the existing high 
rates of growth in electric power production for 
the duration of the general national economic plan; 
c) a 140 to 160% rise in the average annual in- 
creases in electric power production in 1966-1975 
as compared to the increases provided for in the 
Seven-Year Plan; d) achievement of the existing 
levels of per capita production of electric power in 
the USA in about ten years; e) a doubling of the 
1958 American level of output in 15 years (1975) 
and a tripling of this level in twenty years (1980). 

The preparation of a general plan for electrifi- 
cation is a difficult task, of course. It requires 
providing the necessary equipment, building mate- 
rials, labor power and finances for the construc- 
tion of electric power plants. It is also important 
to coordinate the speed of electrification with the 
growth of all the branches of the national economy, 
with the solution of the problems connected with 
improving the living and cultural standards of the 
people. Finally, a great deal of work must be 
done to coordinate the general economic plan and 
the program for the electrification of the Soviet 
Union with the plans of the other socialist coun- 
tries. 
FOR 

Creation of the material and technical base of 
communism presupposes the expansion of the 
economy in all the economic areas of the USSR. 
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This means that long-range plans should be drawn 
up not only with due account for the factor of time 
but also for the factor of space. The territorial 
aspect of the plan is of great significance because o: 
the colossal size of the territory of the USSR and 
the great variety of climatic and historical condi- 
tions affecting the development of each region. All 
the Soviet long-range plans are invariably com- 
piled on the basis of the economic areas. The 
GOELRO Plan singled out eight large areas. In the 
five-year plans (both before and after the war) the 
assignments for production and construction were 
distributed among the union republics and major 
economic areas. The Seven-Year Plan also has it 
territorial aspect. It seems to us, however, that 
greater stress should henceforth be placed on this 
aspect of long-range planning. This is important 
for a number of reasons. 

Exceptionally important tasks are set in the gen 
eral plan for the Eastern regions. About 75% of all 
the coal reserves, about 80% of the hydroelectric 
power, 80% of all the timber, the main deposits of 
non-ferrous and rare metals, vast resources of 
chemical raw materials, iron ore and building ma- 
terials are concentrated in the East. The future ing 
creases in the productive forces of the East were 
defined at the 20th Congress of the CPSU. In the 
next ten years Siberia will be converted into a mo 
important producer of coal and electric power, a 
major center of the fuel-consuming and electric 
power-consuming industries, and particularly of th; 
production of aluminum, magnesium and titanium, 
as well as one of the biggest centers of electric 
metallurgy, coal-chemical, and electro-chemical 
production. A third powerful metal-producing cen- 
ter, capable of supplying 15 to 20 million tons of 
pig iron a year, will be created in Siberia within 14 
to 15 years. Other industries will also be rapidly 
developed in the East. There will be large ma- 
chinery-producing centers, output of light and food’ 
industries will be raised, and agricultural produc- 
tion will expand as well. 

The great magnitude of these tasks may be 
gleaned from the following. Production of pig iro 
in Siberia grew from 1.5 million tons before the 
war (1940) to 2.4 million tons in 1955, an increase 
of 60% in 15 years. In the coming 15 years it is 
due to increase by 500 to 700%. This means that 
production of pig iron in Siberia will be growing 
2.5 to 3.5 times more rapidly than in the country | 
aS a whole. The same is true of electric power 
production. According to the estimates of the El 
tric Power Institute of the Academy of Sciences of 
the USSR, the rate of growth of Siberian electric 
power production in the next 15 years will be almost 
three times as highas in the Soviet Unionasa whole. 
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The accelerated development of the Eastern re- 
gions is one of the main tasks of the general plan. 
The Seven-Year Plan allocates Special resources 
for the rapid economic development of the Eastern 
regions. These regions will receive more than 
40% of the total capital investments planned for the 
seven years. It is also planned to attract addition- 
al labor power to these districts by creating all the 


Proportions 


of the population as a whole 

of the urban population 

of the rural population 

of the total number of work- 
ers and employees 

of industrial production cap- 

ital 


Per capita production 
and sales 


cotton fabrics (meters) 
woollen fabrics (meters) 
leather footwear (pairs) 
retail sales (in rubles) 


Cultural and medical services 


(for every 10,000 inhabitants) 


Number of students in the 
higher and specialized sec- 
ondary schools 

Number of specialists with a 
secondary or higher educa- 
tion 

Number of doctors 

Number of hospital beds 

Number of places in chil- 
dren’s nurseries 

Number of children in kinder- 

gartens 


necessary conditions for efficient work, healthful 
living conditions and the necessary cultural serv- 
ices. Thus far, certain conditions are less favora- 
ble in the Eastern regions. There are certain dif- 
ferences between the levels of development of the 
regions of Siberia and the general standards 
achieved in the Soviet Union, as may be seen from 
the following table. 


Comparative Figures for the Development of the USSR as a Whole and Siberia 
1958 data)* 


West Siberian 
Regions 


East Siberian 
Regions 


Taken from the following statistical yearbooks; Narodnoe khoziaistvo SSSR 
v 1958 godu, pp. 9, 101, 102, 103, 167, 170, 807, 821, 879 and 893; Promyshlen- 
nost SSSR, 1957, p. 18; Narodnoe khoziaistvo RSFSR v 1958 godu, pp. 39, 40, 
145, 149, 160, 371, 380, 382, 394, 458, 461, 489, 496, 498. 
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Although the Siberian regions have reached an 
average level of industrial development, they are 
far behind in the production of textiles and shoes 
and they have a relatively smaller number of higher 
and specialized secondary schools... Without a dif- 
ferentiated approach and without giving priority to 
the East, it would be impossible to take any real 
steps towards a more rational distribution of pro- 
ductive forces. 

In order to quicken the development of the East- 
ern and other economic regions and eliminate dis- 
proportions in the economic development of various 
regions, it is necessary to place greater stress on 
long-range territorial planning of both industrial 
and agricultural production. 

The zonal system of agriculture is of particular- 
ly great importance in this regard. Agricultural 
specialists have established 39 climatic and eco- 
nomic zones for which the most rational methods 
of agriculture and the most favorable combinations 
of the various branches of husbandry are being 
worked out. Zonal specialization provides the ba- 
sis for scientifically planning the amount of pro- 
duction per unit of land area, i.e., for determining 
the optimum productivity per unit of farm land, 
with the proper combination of branches of produc- 


tion and the use of advanced agricultural technology. 


Distribution of agriculture according to zones cre- 
ates a sound basis for planning production costs 
and profits. Zonal systems of agriculture can take 
final shape if proper account is taken of the over- 
all specialization of the respective economic areas 
and of the existing and future requirements of the 
state as a whole and of specific regions for defi- 
nite products. 

The building of a communist society presupposes 
the rapid development of all the republics and re- 
gions of the country without exception, their eco- 
nomic and cultural advancement. Particular atten- 
tion should therefore be devoted to the preparation 
of special provisions for the Union Republic in the 
long-range plan. In our opinion it is necessary to 
calculate the following indices per capita of the 
population: the social product, national income, 
industrial and agricultural production, state capi- 

_tal investments, expenditures on social and cul- 
tural needs, real incomes of the population and 
retail sales. Other important indices are: labor 
productivity and electric power consumption per 
worker in specific branches and in material pro- 
duction as a whole; the composition of the able- 
bodied population employed in the national economy; 
the absolute and relative numbers of workers and 
employees; the national income balance in the re- 
publics, real wages and salaries, collective farm- 
ers’ incomes in money and in kind, the volume and 
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standards of consumption; the educational level of 
the population; the available number of specialists, 
doctors and medical institutions; the provision of 
housing, schools, children’s institutions and board- 
ing schools; the degree of development of cinema- 
tography, radio and television, the networks of 
clubs and libraries. All these indices would make 
it much easier to plan the distribution of capital in 
vestments and budget allocations in order to meet 
the basic requirements of the citizens in all the 
Union Republics in a balanced manner. 

For a long time territorial planning lagged be- 
hind branch planning. The latter was the province : 
of numerous ministries, while regional planning 
was conducted mainly by small departments of the . 
State Planning Committee of the USSR which did 
not always cope with the complex tasks connected 
with the regional aspect of planning. In the recent ; 
past the State Planning Committees of the Union Re 
publics dealt only with questions relating to local 
economy and they could not therefore take an 
active part in territorial planning of production of 
nation-wide significance. The backwardness of 
territorial planning may be illustrated by the fol- 
lowing. Until very recently there has been no gen-- 
erally accepted network of economic areas which 
could serve as a basis for long-range planning. 
The need for planning on the basis of large econom 
ic and geographical regions was confirmed by the 
resolutions of the 21st Congress of the CPSU. As 
noted at the Congress, this will “contribute to the 
correct geographical distribution and the most 
economical territorial organization of the national 
economy of the Soviet. Union.” 

Another major shortcoming of territorial plan- 
ning lay in its passive character: assignments of 
the special ministries for production and construc. 
tion were often automatically incorporated in the 
regional plans without adequate consideration for 
the general economic principles which should un- 
derlie the distribution of production. Territorial 
planning also lagged behind insofar as the time fact 
tor was concerned. The plan was at first prepareo 
according to branches of production, and then the — 
plan based on regional distribution was combined — 
with it. Incidentally, the GOELRO electrification — 
plan was prepared simultaneously for branches of | 
production and for specific regions. In the sum- _ 
mary plan it was naturally necessary to correct tht 
regional plans with due regard for the material an¢ 
financial possibilities of the state and to select _ 
from these plans the most essential and most im=-} 
portant elements. But the regional plans simplifiel 
this selection because those who prepared these _ 
plans were not restricted by rigid preliminary _ 
limits and they were therefore in a position to | 
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reckon with the need for the integrated develop- 
ment of the regions and for the fullest use of their 
resources. 

The new general plan should be worked out in de- 
tail for the economic regions, with due regard for 
the general interests of the state, the specializa- 
tion of the regions, their many-sided development 


experience in planning the economies of the repub- 
ics. There is a powerful apparatus available for 
erritorial planning in the form of the economic 
ouncils, which take charge of the overwhelming 
part of industrial production and construction. This 
Mifers particularly broad possibilities for the com- 
brehensive planning of production. 

Regional (republic) balances of production and 
onsumption of specific products are of great value 
n the preparation of plans for economic areasand 
nion Republics. They make it possible to reveal 
urpluses or deficits of particular products in the 
espective region (republic), and their totals indi- 
ate the transportation balance, i.e., the total vol- 
me of incoming and outgoing shipments. These 
alances show where surpluses of the most impor- 
ant products are to be found and where these prod- 
ts are scarce. They furnish the basis for the 
evelopment of rational interregional ties and a uni- 
ed transportation network. Another fundamental 
ctor in regional economic planning, along with the 
haterial balances, is the balance of labor. Im- 
Ovements in methods of preparing regional bal- 
nce sheets will help to improve territorial planning 

RR 

The problem of accelerating the development of 
e national economy as a whole, of winning the 
‘eatest amount of time in the peaceful economic 
ompetition with capitalism, is the fundamental 
oblem of the Seven-Year Plan, of the entire peri- 
1 of communist construction, and consequently of 
e general plan as well. 
The experience of the USSR shows that the high 
es of development of the socialist economy are 
Separably connected with technical progress. 

is may be illustrated in particular by the table 


own on the top of the following page. 

In the period under review the national income 

ew faster than fixed capital in the national econ- 
ay, and the output of industry faster than its fixed 


pital. This is indicative of the growth of 
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technology and of the effective use of fixed capital. 
Under socialism the latter is used most fully and 
evenly, and its growing efficacy is therefore deter- 
mined mainly by new technology. At the same time, 
as the table shows, labor productivity grew faster 
than fixed capital per worker. This means that fac- 
tors other than growing technical equipment con- 
tribute to the growth of labor productivity, i.e., the 
improved organization of labor and the higher skill 
of the workers. These affect the rates of economic 
development in the same direction as does the effi- 
‘cacy of the fixed capital. 

In preparing the general plan it is important to 
explore the possibilities for accelerating the rates 
of growth of production. These rates are deter- 
mined by many circumstances, the most important 
of which are (for the period of the general plan): 
the rate of accumulation in the national income, the 
effectiveness of capital investments and of the new 
technical equipment, and the growth of labor pro- 
ductivity. The higher the rate of accumulation, the 
sooner the capital investments will yield returns, 
the higher the efficiency of each new machine, and 
the higher are the rates of growth of production. 
The relationship between the parts of the national 
income used for accumulation and for consumption 
have remained stable for many of the postwar 
years. Approximately 75% of the national income 
of the USSR goes for consumption and 25% for ac- 
cumulation and other social requirements. Nor has 
the Seven-Year Plan introduced any essential 
changes in this relationship, and it may remain in 
this state throughout the period of the general plan. 

However, it should be remembered that the use 
of new technical equipment (the share of accumula- 
tion remaining unchanged) makes it possible to 
quicken the rate of economic growth by raising the 
efficiency of each unit of production capacity. His- 
torical experience tells us that, as a rule, the la- 
bor-saving effect of a new machine exceeds its 
production costs, i.e., it is a means of furthering 
the growth of labor productivity and, given certain 
preconditions, it may become a means of accel- 
erating the rate of growth of production. What is 
required is that we study the influence of new tech- 
nical equipment on the rates of growth under the 
concrete conditions of the planned period, with due 
account for the nature of the new machines and 


equipment. 


The effectiveness of fixed capital and the produc- 
tivity of labor will increase sharply during the pe- 
riod of the general plan, thanks to the technical 
revolution. Improvements in capital construction 
(i.e., reductions in the periods of construction, cuts 
in construction costs, rational allocation of invest- 
ments by branches, etc.) will make it possible to 
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Rates of Growth of Production Capital, National Income, Labor Productivity 
and Gross Industrial Production 
(1940 = 100)* 


1950 1955 1958 


Fixed capital in production in the 
national economy 

National income 

Relationship of rates of growthof 
fixed capital to national income 
(index of growth of fixed capital 
= 1) 

Fixed capital in industry 

Gross industrial production 

Relationship of rates of growth of 
capital to gross industrial pro- 


duction (index of growth of fixed 


capital in industry = 1) 

Industrial production personnel 
in industry 

Relationship of rates of growth of 
capital to industrial production 
personnel in industry (index of 
growth of industrial production 
personnel = 1) 

Productivity of labor in industry 


* Taken from the yearbook of the Central Statistical Administration 
of the USSR, Narodnoe khoziaistvo SSSR v 1958 godu, pp. 54, 59, 
152 and 660. Indices for industry apply to 1957. 


put fixed capital into operation more rapidly, im- 
prove its composition and help to quicken rates of 
growth. The high rate of accumulation will also 
continue in the future. All this makes it possible to 
plan high rates of growth of production without 
creating excessive strains in the national economy. 
Going further, at a definite time, when elements of 
the latest technology will have been accumulated, 
it should become possible to raise the rates of 
growth of labor productivity and of industrial pro- 
duction to still higher levels. Consequently, as so- 
cialist production develops on the basis of technical 
progress it constantly creates new material possi- 
bilities for increasing rates of communist construc- 
tion. It is important to take fuller account of this 
normal tendency in the preparation of long-range 
plans for the development of our country. 

The general long-range economic plan now being 


prepared will be a most magnificent program of 
economic progress. It is based on the tasks set by 
the 21st Congress of the CPSU, that of overcoming | 
and surpassing the economies of the leading capi- 
talist countries within the shortest possible period | 
of time, creating the material and technical base of 
communism, and achieving the highest labor pro- . 


ductivity and consumption standards in the world. 
2K 


Footnotes 


(1) V. I. Lenin, Collected Works, Vol. XXVIII, 
p. 195 (Russian edition). . 
(2) Ibid., Vol. XXXII, pp. 441-442. 
(3) Karl Marx, Capital, Vol. I, p. 517 (Russian 
edition). " 
(4) V. 1. Lenin, op. cit., Vol. V, p. 125. 4 
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A. PASHKOV: 


Voprosy Ekonomiki, No. 5, 1960 


Prospects for the Fusion of the Two Forms of 


socialist Property * 


Marxism-Leninism is the union of the most ad- 
vanced revolutionary theory with the most ad- 
vanced revolutionary practice. Lenin invariably 
emphasized the decisive importance of the experi- 
ence of the revolutionary struggle and of socialist 
construction, of the experience of the masses, for a 
correct definition of the concrete paths of so- 
ciety’s movement towards socialism and commu- 
nism. The concrete paths and forms of communist 
construction may be disclosed and defined only by 
taking account of practical experience and by study- 
ing the tendencies of development in the socialist 
society. 

N.S. Khrushchev’s report and the speeches of 
the delegates at the historic 21st Congress of the 
CPSU, as well as the resolutions of this Congress, 
contain a scientific substantiation and definition of 
the concrete paths, forms and methods of commu- 
nist construction in the USSR. They emphasize the 
role of the masses and the highly important role 
played by the Communist Party and the Soviet state 
in the organization and leadership of this construc- 
tion. 

The Marxist-Leninist views of the two phases of 
communist society and of the transition from so- 
cialism to communism are brilliantly developed 
and thoroughly concretized in the materials of the 
21st Congress of the CPSU. They disclose, con- 
firm and concretize the Marxist-Leninist thesis on 
the natural character of the transition from so- 
cialism to communism. 

N.S. Khrushchev’s report and the resolutions 
of the 21st Congress of the CPSU contain a deep 
Scientific substantiation of the main regularities 
overning the transition from socialism to com- 
munism: 1) the decisive importance of the building 
of the material and technical base of communism; 
2) the further improvement of socialist production 
relations and their development into communist 
production relations; 3) the development of the so- 
ialist organization of the state by broadening de- 
mocracy in every possible way, by enlisting the 
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* This article is designed to pose the question. 
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participation of all citizens in the management of 
economic and cultural activities, in the administra- 
tion of public affairs, and the transfer of some of 
the functions of state bodies to the jurisdiction of 
public organizations; 4) strengthening the commu- 
nist education of the working people; 5) the grad- 
ual but not diminishing rate of the transition of so- 
ciety from socialism to communism; 6) the 
tendency towards equalization of the levels of de- 
velopment of the socialist countries and their more 
or less simultaneous transition to communism. 

The control figures for the development of the 
national economy of the USSR in 1959-1965, con- 
sidered and approved by the Congress, represent a 
concrete program for building communism in our 
country at the existing stage in the solution of the 
basic economic problems of the USSR, in the exist- 
ing conditions of the peaceful economic competition 
between socialism and capitalism. 

ROR 

Socialism has won an enduring victory in the 
USSR because the working people of the Soviet 
Union, led by the Communist Party, in their crea- 
tive work for the development of new forms of econ- 
omy relied upon the objective economic law of the 
correspondence of production relations to the char- 
acter and level of development of the productive 
forces. The Communist Party is systematically 
using this economic law in the interest of the peo- 
ple. In the existing period of comprehensive con- 
struction of the communist society it is being used 
for the gradual transition from socialism to com- 
munism inthe USSR. And therein lies the profound 
foundation of the realistic character and great vi- 
tality of the Seven-Year Plan of the USSR endorsed 
by the 21st Congress of the CPSU and of the gen- 
eral strategic plan outlined by the Congress for 
building communism in our country. 

The main element in the plan for building com- 
munism is the creation of the material and techni- 
cal base of communism, a tremendous advance in 
the productive forces of the socialist society. The 
magnificent plan for creating the material andtech- 
nical base of communism in the USSR was drawn 
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up with due account for the fact that the socialist 
production relations existing in the USSR today af- 
ford full possibilities for the continued rapid growth 
of the country’s productive forces, for their new, 
powerful advance. 

The rapidly growing productive forces of society 
determine the need and possibility for the further 
improvement of the production relations of social- 
ism, for their gradual development into the produc- 
tion relations of communism. 

Communist construction requires the skillful, 
thorough and integrated use of the law of the cor- 
respondence of production relations to the nature 
and level of development of the productive forces. 
This is the most general, and at the same time the 
basic regularity governing the construction of com- 
munism, the gradual transition of society from 
socialism to communism. This regularity is vivid- 
ly reflected in N. S. Khrushchev’s report to the 
21st Congress of the CPSU and in the resolutions 
of this Congress. 

The economic law of the correspondence of pro- 
duction relations to the character and level of de- 
velopment of the productive forces operates more 
concretely as the law which determines the owner- 
ship of the means of production by the nature of 
production of material wealth and, in the final anal- 
ysis, by the character and level of development of 
the instruments of labor. As an economic category, 
property represents the production relations of 
people, a definite social form of appropriation by 
people of the means of production and products of 
labor. 

Marx treated bourgeois property as the totality 
of all production relations in bourgeois society. 
This means that bourgeois property in the means of 
production determines the character, the social na- 
ture of all the other elements, the links in the pro- 
duction relations of capitalism. In the same sense 
it may be said that socialist property is the to- 
tality of all production relations under socialism, 
and communist property may be treated as the 
totality of production relations under communism. 
As the most important relation determining the so- 
cial nature of all the other elements, the links in 
the production relations of a given society, proper- 
ty in the means of production itself depends upon 
the level of development of the productive forces, 
upon the nature of the production of material 
values. Private property in the means of produc- 
tion corresponds to the scattered, individual pro- 
duction of material values, whereas collective 
production determines the need for public owner - 
ship of the means of production. 

Determination of the form of property in the 
means of production (and consequently also in the 
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products of labor) by the form and character of the 
production of material values (in the above- 
mentioned sense) is an economic law which op- 
erates both under socialism and under communism. 
Furthermore, it also operates during the transition 
from socialism to communism. 

The improvement of the production relations of 
socialism implies primarily the development of 
public socialist property in the means of production 
now prevailing in the USSR, andthis is possible 
only on the basis of the further development of the 
instruments of labor, of all the productive forces 
of society, of the further socialization of the very 
process of production of material values. 

The transition to communism requires the im- 
provement of state property and raising coopera- 
tive-collective farm property to the level of general 
public property, as a result of which there will bea 
fusion of these two forms into the common prop- 
erty of all the people. The growth of public owner- 
ship of the means of production depends upon the 
degree of development of the social character of 
production. Therefore, the improvement of social- 
ist property in the means of production in the USSR 
is possible only through the further development 
and growth of socialist cooperation of labor, great- 
er socialization of the production process itself, — 
greater social division of labor, development of 
specialization and cooperation in production, its 
concentration and combination. This process also 
strengthens the relations of comradely cooperation 
and mutual assistance among the workers of so- 
cialist production, the manifold growth of the inter- 
related activities and other production relations 
among people. 

The state form of socialist property is not only 
the predominant but also the leading form of social- : 
ist property. It is a more advanced form than the 
cooperative-collective farm form of property. This 
character of state property is expressed not only 
in its wider scope as general public property but 
also in the greater degree of socialization of pro- 
duction and labor in the state economy of the USSR. 
State property, the property of the whole people, af- : 
fords greater scope, greater possibilities for the _ 
socialization of labor and production, for its con- 
centration, specialization and cooperation, and this - 
also ensures a higher level of labor productivity in 
the state sector of the Soviet national economy. __ 

Communist property in the means of production — 
will correspond to the highest stage of socializa- _ 
tion of production and labor, a stage which will be 
much higher not only in comparison with the prop- 
erty now existing in the collective farms, but also 
with that now existing in the state economy of the 
Soviet Union. Our state economy possesses vast : 
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reserves and possibilities for the further socializa- 
tion of production and labor. These reserves are 
still greater in collective farm production. 
ORK 

The question of the prospects for the future de- 
velopment of the two forms of socialist property 
and of their fusion into a single form of general 
public property is among the cardinal questions of 
the construction of communism. This is a matter 
of the means of eliminating the distinction between 
the two classes of the socialist society, the work- 
ing class and the collective farm peasantry, of do- 
ing away with the economic foundation of the essen- 
tial distinction between town and country. 

The resolutions of the 21st Congress of the 
CPSU substantiate a very important tendency of 
communist construction: *The fusion of the collec- 


‘tive farm-cooperative form and of the general pub- 
lic form of property will take place in the future 


not as the result of curtailing collective farm- 
cooperative property, but by raising its level of so- 
cialization to that of general public property with 
the aid and support of the socialist state.” 
Collective farm-cooperative property and general 
public property will be brought closer together and 
the boundaries between them will be obliterated by 
raising the level of socialization of collective farm 
production. The concrete channels for the growing 
socialization of collective farm production and, 
consequently, for drawing collective farm-cooper- 
tive property closer to general public property are, 
as N. S. Khrushchev pointed out in his report tothe 
21st Congress of the CPSU, the uninterrupted 
growth of the indivisible funds of the collective 
arms, the increasing spread of collective farm 
roduction to all branches of agriculture, the devel- 
pment of inter-collective farm production con- 
acts, various forms of cooperation among collec- 
ive farms, increasingly greater unification, a 
pecific merging of collective farm means of pro- 
uction with state-owned means of production be- 
onging to the whole people. Of great significance 
n this process is the gradual transformation of 
m labor into a variety of industrial labor. 
‘The continuous growth of the indivisible funds of 
he collective farms plays a special role in bring- 
ag collective farm-cooperative property closer to 
eneral public property, for these funds furnish the 
conomic basis for the further development of col- 
ective farm production and in their social and 
conomic nature are to a large degree already close 
0 state property, i.e., to capital which belongs to 
» whole people in the USSR. 
-Indivisible funds are primarily collective farm 
roduction capital, i.e., the means of production 
mployed on the collective farms. 
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A most important means of production in agri- 
culture is the land, which in the Soviet Union is the 
property of the state. It is granted to the collec- 
tive farms for perpetual use free of charge. Just 
as the capital of the state farms, the means of pro- 
duction which are part of the indivisible funds of 
the collective farms are used on land which belongs 
to the whole people. This is, of course, highly sig- 
nificant for the social nature of the indivisible funds 
of the collective farms as means of production. It 
indicates that these funds are of the nature of prop- 
erty belonging to the whole people. 

Most important, however, is the fact that insofar 
as its fundamental features are concerned, the so- 
cial nature of the indivisible funds of the collective 
farms does not differ from the capital of state so- 
cialist enterprises. Like the capital of state enter- 
prises (industrial, agricultural and transportation), 
collective farm property in the indivisible funds 
constitutes public, socialist property. Unlike bour- 
geois property, which gives the owner the right and 
the possibility of living at the expense of others, 
socialist property in the means of production (both 
state and collective farm-cooperative property) 
gives no one a right of this kind. Under socialism 
the right to the product stems only from the partici- 
pation of people in labor applied to the publicly 
owned means of production. And in this respect 
there is no difference between the means of produc- 
tion included in the indivisible funds and the capital 
of state enterprises. 

Like the capital of state enterprises, the means 
of production which constitute part of the indivisible 
funds may not be divided up or distributed among 
the workers. In this respect, the collective farm 
means of production do not differ even today from 
the capital of state enterprises of the USSR. This 
is of decisive importance for the prospects of 
fusing the two forms of public property. This com- 
mon feature of the indivisible funds of collective 
farms and of the capital of state enterprises is de- 
termined by the socialist nature of both and bytheir 
identical role in the socialist reproduction of the 
social product. 

Because the indivisible funds of the collective 
farms have many important features in common 
with general public property in the means of pro- 
duction, the steady growth of the indivisible funds 
of the collective farms, which makes for the in- 
creased socialization of collective farm production, 
draws collective farm-cooperative property closer 
to general public property and gradually obliterates 
the boundary between them. 

While possessing the same social and economic 
features as the capital of state enterprises, the in- 
divisible funds of the collective farms nonetheless 
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constitute a form of group property of the collective 
farms. This may seem contradictory, but in real- 
ity there is no contradiction here. The point is that 
the group property of the collective farms is pub- 
lic, socialist property, and not a variety of private, 
capitalist property; that the social and economic 
distinctions between the indivisible funds of the col- 
lective farms on the one hand, and the capital ofthe 
state enterprises on the other hand, do not repre- 
sent fundamental social distinctions. What we have 
here is an essential difference within a given cate- 
gory, within public, socialist property, within the 
system of socialist production relations. 

There is already no difference between the capi- 
tal of collective farms, insofar as its basic social 
features are concerned, and the capital of socialist 
state enterprises which represent the general 
property of the whole people. 

Some economists, while correctly emphasizing 
that the indivisible funds of the collective farms 
possess a number of specific features, features of 
general public property, nevertheless draw a con- 
trast between the indivisible funds and collective 
farm production. They claim that by their social 
nature the indivisible funds of the collective farms 
are a higher form than collective farm production, 
inasmuch as the latter is divisible and therefore 
constitutes group property in the full sense of this 
term, while the indivisible funds do not belong to 
the category of group property. It is impossible to 
accept this contrast between the social and eco- 
nomic nature of indivisible funds of collective farms 
on the one hand, and the nature of collective farm 
production on the other. 

We know that the form of property in the means 
of production determines the form of property in 
the products turned out by these means of produc- 
tion. This also applies, of course, to collective 
farm production. Here too, the social and econom- 
ic form of the product can neither advance ahead of 
the social and economic nature of the means of pro- 
duction (the indivisible funds of the collective 
farms) nor lag behind it. The divisibility of collec- 
tive farm production does not reduce the degree of 
its social and economic maturity as compared with 
the indivisible funds, for it is determined by the 
- role of production as the result of the process of 
labor. Every product is designated for production 
purposes or for personal consumption, and its dis- 
tribution is therefore subject to definite laws. A 
certain portion of the output of state enterprises is 
also divisible. It is distributed among the workers 
according to their labor, but this does not in any 
sense reduce the general public character of the 
property in this production. 

The general public importance of the indivisible 
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funds of collective farms lies precisely in the fact 
that the goods produced with the aid of these funds 
are involved in the process of socialist reproduc- 
tion. This production is used for satisfying the re- 
quirements of society for food and agricultural 
materials. 

Consequently, however important the process of 
advancing collective farm cooperative property to 
the level of general people’s property and its fusion 
with state property into general public property 
may be, this process will not constitute any revo- 
lutionary change in the form of property, a transi- 
tion from one form to a fundamentally different 
form of property. Improvement in state property 
and advancement of collective farm-cooperative 
property to the level of general public property, 
and the subsequent fusion of these two forms into a 
single form of general public property, constitute 
and will constitute a gradual change within the limits 
of one and the same qualitative category: public 
property in the means of production. But this qual- 
ity itself will be gradually improved and raised to a 
new, higher stage in the process of gradual transi- 
tion to communist property. 

The collective farm-cooperative form of produc- 
tion relations is serving and can serve for a long 
time to come to develop the productive forces in 
agriculture, as is emphasized in the resolutions of 
the 21st Congress of the CPSU. Agricultural pro- 
duction as such (field and animal husbandry, etc.) 
is being conducted and may still be conducted for a 
long time within the limits of the property of one 
collective farm. Other economic activities of the 
collective farms, which are not connected directly 
with agricultural production (construction of elec- 
tric power plants, irrigation canals, enterprises 
for processing agricultural products and for the 
production of building materials, building opera- 
tions, etc.) even today often transcend the limits of 
the property of one collective farm. Any discrep- 
ancy which may be found between the comparative- 
ly limited possibilities of the property of one col- 
lective farm and its requirements for various 
purely industrial undertakings is resolved by the 
rapid growth of inter-collective farm property and 
in a particular type of fusion of collective farm 
means of production with state, general public 
means of production. The purely industrial under- 
takings necessary to the collective farms are con- 
nected with electrification, mechanization and 
automation of agricultural production. 

Inter-collective farm property, of course, is a 
more advanced form than the property of a single — 
collective farm. A still greater advance is repre-- 
sented by the property stemming from the specific 
fusion of collective farm means of production with 
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state means of production, i.e., state-collective 
farm property. 

These two forms of public property represent, 
as it were, consecutive stages in the transitionfrom 
the group property of a single collective farm to 
general public property. The question arising in 
this connection is: is it absolutely necessary for 
collective farm property in the means of agricultur- 
al production to go through both of these two higher 
forms of development of collective farm property ? 
Or can we Say that their emergence is connected 
only with the specific features of the industrial pro- 

duction which the collective farms themselves have 
to organize? 

Collective farm property in the most important 
means of agricultural production need not pass 
through the stage of extensive development of mixed, 

_ state-collective farm property in its further evolu- 
tion towards fusion with general public property. 
This opinion is evidently indisputable. Mixed, 
State-collective farm property in the decisive 
means of collective farm production, which now con- 
Stitute the basic part of the indivisible funds of col- 
lective farms, would to a certain degree amount to 
a return to a past stage in the development of col- 
lective farming, when the same land had two mas- 
ters: the state (which, as represented by the MTS, 
was the owner of the most important agricultural 
equipment) and the collective farm. This situation 
was ended with the reorganization of the MTS and 
there is no need to return to it, even in a different 
form. 

A more complex question is presented by the 
joint property of collective farms, by its role inthe 
development and improvement of collective farm 
property. 

Some Soviet economists believe that a special 
stage in the development of collective farm-coop- 
erative property should be the formation of com- 
mon-collective farm property within the limits of 
a region, a republic and of the Soviet Union as a 
hole. In the opinion of these economists, state 
roperty will merge not with the property of sepa- 
ate collective farms (which perhaps will become 
onsolidated but will still remain the property of 
separate collective farms) but with common- 
sollective farm property, i.e., the combined prop- 
rty of all the collective farms of the Soviet Union. 

This idea was suggested, for example, by Acad- 
mician S. G. Strumilin in his interesting book, On 
he Road to Building Communism. (1) In his opin- 
on, life itself suggests the need for unifying the 


epublic and in the Soviet Union as a whole. Inter- 
ollective farm centers should be entrusted with 
ensive functions in the organization of the 


neceSsary processes of economic life on the collec- 
tive farms: that of combining all the productive re- 
sources of the collective farms, securing to them 
the existing indivisible funds for perpetual use, in- 
stituting emergency funds and special funds for re- 
newing and modernizing obsolete technical equip- 
ment, establishing identical working conditions 

and equal rates of payment for labor on all the uni- 
fied collective farms, reallocating surplus products 
and land rent among the collective farms, levelling 
out rates of accumulation, organizing mutual as- 
sistance, providing all the necessary material sup- 
plies to the collective farms and centralizing the 
sales of the marketable production of the collective 
farms. The common-collective farm property 
which will emerge through this unification of the 
collective farms, writes S. G. Strumilin, will not 
differ in essence from general public property. The 
system of consumers’ cooperative societies of the 
USSR headed by Centrosoiuz is given as an example 
of this type of organization. Before S. G. Strumilin, 
the idea of the need for district or zonal unions of 
collective farms, and also for similar unions within 
the limits of regions, republics and the USSR as a 
whole, was suggested by V. Sherstoboev and V. 
Shotskii during the nationwide discussion of the fu- 
ture development of the collective farm systemand 
the proposed reorganization of the machine and 
tractor stations. In their opinion, unions of collec- 
tive farms should take part in solving the main eco- 
nomic, organizational and technical problems 
arising in the constituent collective farms, in elab- 
orating problems concerning agricultural produc- 
tion in a district or in a group of districts (zones), 
generalizing the experience in field and animal 
husbandry, working out agro-technical and other 
problems. Unions of collective farms may be given 
the functions of supplying the constituent collective 
farms with machines, implements, fuel, fertilizers 
and other materials, of conducting financial trans- 
actions on behalf of the collective farms, credit 
transactions, etc. It is also proposed that the 
unions of collective farms organize inter-collective 
farm enterprises. (2) Unlike Academician Stru- 
milin, these authors do not raise the question of pool- 
ing the group property of the collective farms into 
common-collective farm property. 

It will be recalled that at the December 1959 
Plenary Meeting of the Central Committee of the 
CPSU, which dealt with questions of the further de- 
velopment of Soviet agriculture, recommendations 
were made that inter-collective farm unions be 
formed in districts, regions and republics along 
with the reorganization of the work of the agricul- 
tural organs. The Presidium of the Central Com- 
mittee of the CPSU was asked by the Plenary 
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Meeting to study and consider these questions. It 
should be noted, however, that the question of pool- 
ing the property of the collective farms was not 
raised. 

It seems to us that two circumstances should be 
distinguished when this very important question is 
being considered. It is one thing to create definite 
regional or republic combined collective farm 
funds for strictly specified purposes, but an entire- 
ly different matter when it is a question of central- 
izing the management of all the affairs of the col- 
lective farms within a region, a republic and the 
Soviet Union as a whole. The need for definite re- 
gional, republic and, perhaps, also All-Union col- 
lective farm funds for specific purposes is already 
dictated by life itself, andtheir beginnings may 
already be found in practice. For example, there 
already are republic emergency grain seed 
stocks, food and forage stocks, regional construc- 
tion organizations, etc. 

The origin and growth of the special-purpose 
combined funds corresponds to the requirements 
of the collective farms. They reflect the rapid de- 
velopment of inter-collective farm economic con- 
tacts and they therefore represent a progressive 
development. 

In its resolutions the Plenary Meeting of the 


Central Committee of the CPSU, meeting in Decem-_ 


ber 1958, directed the Party organizations, Soviet 
authorities and agricultural organs to assist in 
every possible way in the development and exten- 
sion of inter-collective farm production contacts, 
to encourage the initiative of the collective farms 
and to assist them in organizing joint construction 
of electric power plants, irrigation and land- 
reclamation units, roads, enterprises for storaging 
and processing agricultural products, inter-collec- 
tive farm construction organizations and enter- 
prises for the production of building materials. 
The Plenary Meeting of the Central Committee of 
the CPSU which met exactly a year later, in De- 
cember 1959, noted the great headway made in the 
development of inter-collective farm contacts. The 
number of inter-collective farm enterprises is 
growing rapidly. In the Ukrainian SSR, for exam- 
ple, there are already more than 1,000 different 
inter-collective farm organizations and enterprises 
in which about 85% of the collective farms are par- 
ticipating. 

_ As for the centralization of all economic activi- 
ties of the collective farms within a region, a re- 
public, or in the Soviet Union as a whole, with the 
corresponding centralization of all collective farm 
funds and the fusion of the existing property of _ 
separate collective farms into one common-collec- 
tive farm property for the USSR as a whole, we 
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believe that proposals of this kind do not follow 
from the tendencies which have already taken shape 
in the development of collective farm production. 

Each collective farm is a separate agricultural 
enterprise. In agriculture, just as in industry, 
there are certain optimum sizes of enterprises 
dictated by the specific features of technology, or- 
ganization and other conditions of agricultural pro- 
duction. The amalgamation of collective farms in 
the USSR was dictated primarily by the need for the 
fullest and most rational use of agricultural equip- 
ment and the improved organization of production. 
This amalgamation brought the size of the collec- 
tive farms much closer to the optimum agricultural 
enterprise, although this problem has by no means 
been fully solved as yet. At any rate, neither mid- 
get collective farms nor super-giant collective 
farms can be considered agricultural enterprises 
of optimum size. The implements and other means 
of production, the organization of labor in agricul- 
ture as such do not require an intermediate stage 
on the way to the fusion of collective farm-coopera- 
tive property with state property into general public 
property, a stage corresponding to the fusion of the 
group property of separate collective farms into 
one common property of the collective farms ina 
given region, a given republic and even on the scale 
of the USSR as a whole. As we See it, the consis- 
tent implementation of the measures outlined by the 
Communist Party and the Soviet state for agricul- 
tural production should ensure the gradual advance 
of collective farm-cooperative property to the lev-. 
el of general public property, without the necessity 
of passing through the stage of common-collective 
farm property within the limits of a region, a re- 
public, or the Soviet Union as a whole. 

It should be borne in mind that in the basic sphere 
of collective farm activity (production of crops and 
animal husbandry) economic contacts are main- 
tained not between different collective farms but be- 
tween the collective farms on the one hand, and the 
state industrial, trading, transportation and other — 
enterprises, on the other hand. Nor could it be oth- 
erwise, inasmuch as agriculture is a special branch 
of the national economy which is closely and in- 
separably connected with all the other branches of 
the national economy as a consumer of their prod- 
ucts and supplier of raw materials for industry and 
of food for the population. a 

It is correct to speak of improving the provision. 
of the collective farms with technical equipment _ 
produced in the state industrial enterprises, but it 
is hardly possible to prove that for this purpose it 
is necessary to create regional, republic and All- — 
Union combinations of collective farms. Further-_ 
more, why should agricultural production be sold : 
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to the state not by separate collective farms, as is 
the practice today, but by regional, republic and 
All-Union combinations of collective farms ? 

We think that the transfer of these functions to 
collective farm amalgamations would result in ex- 
cessive intermediate steps between the collective 
farms and state enterprises. The proposal to form 
such amalgamations does not take into account the 
tremendous part played by the Soviet state both in 
the over-all guidance of collective farm life and in 
the organization of economic contacts between the 
collective farms and state enterprises. 

The Soviet state’s leading role in the develop- 
ment of collective farming is combined with the 
Communist Party’s firm policy of giving the collec- 

tive farms the right to choose the most rational 
methods of effectively using the land at their dis- 
‘posal, their farm implements and other means of 
production in the interests of society as a whole 
and of the working people of the collective farms 
in particular. To this end the Soviet state renders 
great assistance to the collective farms. 

The creation of common-collective farm prop- 
erty is not an essential stage for raising collective 
farm-cooperative property to the level of general 
public property. It will defer, rather than bring 
nearer, the fusion of collective farm-cooperative 
property with general public property, inasmuch as 
it will lead to the artificial isolation of the collec- 
ive farm sector of production from the state sec- 
or, to the disruption of the direct and close con- 
acts already existing between the collective farms 
and the state economy, contacts which should de- 
velop even more in the future. References to the 
existence of consumers’ cooperative societies and 
entrosoiuz are not convincing because even with 
he existence of Centrosoiuz the cooperative prop- 
erty of the village consumers’ societies remains 
zroup property and not general public property. 
nified property of the consumers’ cooperatives on 
All-Union scale is represented only by the enter- 
rises which are within the direct jurisdiction of 
entrosoiuz. 

‘Similarly, the existence in the USSR (prior to 
he reorganization of the industrial cooperatives 

1 1956) of the Central Council of Industrial Coop- 
ratives (Tsentropromsovet) did not represent the 
nification of the group property of the producers’ 
ooperative societies into the common property of 
nese societies on an All-Union scale. However, 
ae absence of such a form of property did not hin- 
er the important reorganization of the industrial 
ooperatives in 1956. This reorganization trans- 
srred the biggest specialized enterprises to the 
irisdiction of the state authorities and the con- 
umers’ cooperative societies. 


Socialism passes through Specific stages and pe- 
riods which represent different degreees of matur- 
ity of socialist production relations. The period of 
the comprehensive construction of communism, 
which has already begun, is evidently the last peri- 
od in the development of socialism, the period in 
which the material and intellectual foundation is 
built for the systematic transition to communism 
and the period in which this transition itself takes 
place. 

The gradual character of communist construc- 
tion does not mean that the process of development 
towards communism will not be accompanied by 
any major leaps representing important qualitative 
changes in various aspects of society’s life. Asthe 
result of the construction of the material and tech- 
nical base of communism and the improvement of 
the production relations of socialism, their devel- 
opment into communist production relations, the 
time will apparently come when it will be possible 
and necessary to speak of the victory of commu- 
nism in some basic, fundamental sense. There is 
no doubt that the time will also come when commu- 
nism will triumph completely and finally. 

The victory of communism presupposes the ex- 
istence of the material and technical base of com- 
munism which ensures an abundance of products, 
the predominance of a single, communist form of 
property in the means of production, the absence of 
class divisions in society, the disappearance of es- 
sential distinctions between town and country and 
between intellectual and physical labor, the treat- 
ment of labor as a prime necessity and the applica- 
tion of the communist principle: from each accord- 
ing to his abilities, to each according to his needs. 

The question of the sequence in which the de- 
cisive processes of society’s transition from so- 
cialism to communism will occur is already ac- 
quiring great importance. These processes include 
the fusion of the two forms of socialist property 
into a single form of general public property and 
the elimination of all other manifestations of essen- 
tial distinctions between town and country; liquida- 
tion of the essential distinctions between intellec- 
tual and physical labor; the transition to distribution 
according to needs. 

Will the first of the above-mentioned processes 
be completed before the second one, and will the 
third of these processes — transition to distribution 
according to needs — conclude the entire process 
of creating a communist society? 

In the works of the founders of scientific commu- 
nism the socialist society appears as a society 
without any classes and with one form of socialist 
property. The Directives on the Second Five-Year 
Plan of the National Economy of the USSR 
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(1933-1937) adopted by the 17th Party Conference 
speak of the task of building a classless socialist 
society. Consequently, it was held that the differ - 
ences between the two forms of property and every 
division into classes would already be eliminated 
in the socialist society, before the advent of com- 
munism. 

This was in 1932, before the victory of socialism 
in our country, in the period of transition of the 
USSR from capitalism to socialism. Life has shown 
that socialism signifies the elimination of the ex- 
ploiting classes, the eradication of antagonistic 
contrasts between town and country. But essential 
distinctions between town and country, and the 
class distinction between the workers and the col- 
lective farm peasantry stemming from the exis- 
tence of two forms of socialist property in the 
means of production still remain. 

Will the fusion of the two forms of socialist prop- 
erty into a single form of general public property 
occur before the essential distinctions between in- 
tellectual and physical labor are eliminated and 
distribution according to labor is succeeded by dis- 
tribution according to needs, or will these three 
processes be concluded more or less simultaneous- 
ly? Thus far we find no categorical answer to this 
question in our actual practice. It seems probable 
to us that the complete fusion of the two forms of 
property into a single form of property belonging 
to the whole people will not precede the complete 
elimination of the essential distinctions between 
intellectual and physical labor and the complete re- 
placement of the socialist principle of distribution 
of products by the communist principle of distribu- 
tion. 

This assumption is supported, in our opinion, by 
the indisputable fact that all these three processes 
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The Soviet people are engaged in peaceful cre- 
ative labor. The Communist Party and the Soviet 
Government are directing the efforts of the people 
towards developing socialist production in every 
possible way, towards creating the material and 
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— 1) development of the two forms of property and 
their fusion into one form of general public prop- 
erty, 2) elimination of the essential distinctions be- 
tween intellectual and physical labor, and 3) the 
transition to distribution according to needs — are 
most closely connected with the same decisive fac- 
tor: the building of the material and technical base 
of communism and the growth of the productivity 
of social labor. All these processes depend on the 
development of the productive forces of society and 
each proceeds gradually. 

If each of these three processes depends to the 
same degree on the construction of the material 
and technical base of communism and they all take 
place gradually, then what grounds are there for 
assuming that the fusion of the two forms of prop- 
erty will be completed before the two other proc- 
esses? There seem to be no grounds for this. 

This question, like some of the others raised in 
this article, is debatable, of course. But it is time 
to raise these questions without waiting for them 
to become entirely clear and indisputable. Econo- 
mists should not merely record current events 
but should try to anticipate them. Today, in the 
period of the comprehensive construction of com- 
munism, it is especially important to disclose the 
tendencies operating in the economic development 


of society. 
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technical base of communism, and towards attain- 
ing the highest standard of living in the world. Theé 
historic decisions of the recent 5th Session of the 
Supreme Soviet of the USSR are permeated with 

real concern for the working people. The Plenary 
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Meeting of the Central Committee of the CPSU to 
de held in July will consider the fundamental ques- 
‘ions of technical progress and the improvement of 
socialist industry, the foundation of foundations of 
Jur economy, and the well-being of the people. 

The effective use of the economic levers of the 
tational economy acquires ever greater signifi- 
sance in solving the tremendous tasks of commu- 
1ist construction and in accelerating technical 
xrogress. The role of the credit and financial sys- 
em has become especially important. We have 
seen the full confirmation of Karl Marx’s forecast 
hat “the credit system will serve as a powerful 
ever during the transition from the capitalist meth- 
od of production to the method of production of as- 
Ociated labor — however, only as an element in 
onnection with other great organic revolutions in 
he very mode of production.”* Using this thesis 
f the founders of Marxism, Lenin showed the nec- 
ssity of applying the credit system in building a 
ocialist society and outlined the concrete ways 

d means of solving this task. The Soviet state, 
eaded by Lenin, nationalized private banks, estab- 
ished a single State Bank as a public apparatus of 
ccounting and control in which the entire mone- 

y and trade turnover of the country was concen- 
ated. Since then money and credit in the USSR 
ve been firmly placed at the service of socialism. 
In our economy credit expresses socialist pro- 

uction relations. It is an integral part of social- 
t expanded reproduction. By means of it the 
anks mobilize (on the basis of repayment) all the 
mporarily free money resources which are 

rmed during the circulation of assets at various 
tages of the reproduction process. These in- 
lude: the money balances in the business accounts 

current accounts of state, cooperative, and oth- 
r public enterprises, institutions and organiza- 
ons; the current accounts of collective farms; the 
ds of the state budget which are formed as a re- 
lt of the surplus of receipts over expenditures; 
e free cash in savings banks; the social insur- 
ace funds, etc. These sums, which amount to 
any millions, are concentrated in the bank, which 
rants them to socialist enterprises and organiza- 
ons in order to satisfy their temporary needs for 
mds arising during the process of production and 
irculation. 
In the socialist economy, credit is directly con- 
ected with the process of production and commod- 
y circulation. Credit is granted according to plan 
for definite purposes. It must be ensured by 
aterial values and returned on the set date. 


Capital, Vol. ITI, 1950, p. 621, Rus- 


Adherence to these principles enables the State 
Bank of the USSR to actively influence, by means of 
financial control, the entire industrial and financial 
activity of socialist enterprises and organizations. 

The full development and strengthening of the 
principle of democratic centralism in economic 
management, the extension of the rights of the Un- 
ion Republics and local administration bodies, the 
reorganization of management in industry and con- 
struction, the measures for the reorganization of 
the Machine and Tractor Stations and the further 
development of the collective farm system — all of 
these enhance the role of the centralized credit and 
monetary system in the socialist economy. 

Today the State Bank is an extensively operating 
centralized apparatus with a network of institutions 
in each republic, territory, region and district. It 
has 15 offices in the Union Republics, 151 offices 
in the Autonomous Republics, territories and re- 
gions, and 4,175 branches in the districts and cities 
of the country. This public organ of accounting and 
control is constantly being improved. Recently a 
new, important step was taken to transform the 
State Bank of the USSR into a single credit center 
for the socialist national economy. By a decree of 
the Presidium of the Supreme Soviet of the USSR 
dated April 7, 1959, the Agricultural Bank, the Cen- 
tral Municipal Bank, and the minicipal banks were 
abolished, and their functions were turned over to 
the State Bank and the Construction Bank (which 
was created on the basis of the reorganization of 
the Industrial Bank of the USSR). 

In this connection, the State Bank has been given 
the additional responsibility of financing the capital 
investments of state agricultural enterprises and 
organizations, and of drawing money into the indi- 
visible funds of collective farms and the funds for 
the long-term crediting of producers’ cooperative 
organizations. Its tasks also include extending 
long-term credit to collective farms, producers’ 
and consumers’ cooperative organizations, pro- 
viding short-term credit and settling the accounts 
of the municipal and housing economy, as well as 
granting credit for individual housing construction 
in the countryside and the financing of capital re- 
pairs of municipal enterprises and the housing 
fund. 

The basic tasks of the State Bank during the cur- 
rent seven-year period are: to contribute inevery 
possible way to the further expansion of industry, 
commodity circulation and socialist accumulation; 
to mobilize money resources to the maximum de- 
gree and to use them in the most rational way in 
the interests of communist construction; to develop 
and strengthen credit relations with all branches 
of the national economy; to further strengthen 
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money circulation in the country; to improve the 
forms and methods of bank operations, raise their 
economic level, eradicate existing defects in the 
work of banking institutions. The State Bank is 
faced with a big and important task in fulfilling the 
government decision on exchanging the money now 
in circulation for new money. The entire activity 
of the State Bank today should be subordinated to 
the main goal, that of ensuring the fulfillment and 
overfulfillment of the tasks set by the Seven-Year 
Plan for the development of the national economy of 
the USSR, with the minimum expenditure of the peo- 
ple’s resources. 

ORK 

The loans granted by the State Bank of the USSR 
participate in the circulation of funds of all branch- 
es of the national economy and constitute about 
50% of the working capital of enterprises and or- 
ganizations. The total sum of the loans extended by 
the State Bank in 1959 exceeded 3.4 trillion rubles, 
and the remainder of the credit investments in the 
national economy at the beginning of the current 
year amounted to almost 418 billion rubles. 

The growth of the national economy in the cur- 
rent seven-year period will call for the further de- 
velopment and strengthening of the credit relations 
of the bank with the national economy. Prelimi- 
nary calculations show that credit in the sphere of 
‘industrial and agricultural production will increase 
by 67 to 70% in the period from 1959 to 1965, and 
the credit in the sphere of circulation by about 40 
to 45%. The bank’s credit ties with heavy industry 
will be strengthened by more extensive credit 
granted to its enterprises against the sale of their 
output. This will enable the bank to control the cir- 
culation of funds from the initial to the final stage 
— the sale of the finished product. The system of 
granting credit to heavy industry enterprises must 
be further improved. 

Credit plays an important role in developing 
enterprises of light and local industry, enterprises 
which process agricultural raw material, and also 
in developing the system of industrial coopera- 
tives. Credit is a powerful means for stimulating 
the expansion of output of consumer goods, improv- 
ing the assortment and quality of the goods pro- 
duced, and for the uninterrupted movement of these 
goods from industry to the places of consumption. 

The State Bank grants credit to enterprises for 
the introduction of new machinery, the moderniza- 
tion of equipment, and the mechanization and im- 
provement of the technology of production. This is 
done in cases when such expenditures are not pro- 
vided for by the plans for capital investments and 
the cost of construction and assembly work neces- 
sary to equip the premises does not exceed 25% of 
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the total sum of the credit requested. We are re- 
ferring here to measures connected with the reali- 
zation of the innovations proposed by the workers, 
engineers and technicians in the course of fulfilling 
the plan. With the aid of bank credit they are car- 
ried out with the main resources of the enterprises 
themselves. The expenditures should be recouped 
in a brief period, about two years, and in some 
branches of industry in three years. 

In 1959 the State Bank granted about 4 billion 
rubles for these purposes. In the period from1954 
to 1959 such credit amounted to almost 16 billion 
rubles. This proved to be very effective. For in- 
stance, according to the figures of economic organ- 
izations, for each ruble of credit granted for the 
introduction of new equipment and the mechaniza- 
tion of production in 1959 additional output of 1 
ruble 18 kopeks was produced, and the resulting 
economy made it possible to cover the loans com- 
pletely. However, in providing funds the State 
Bank institutions do not always check up on the eco- 
nomic effectiveness of the planned measures and 
whether they are backed by material resources and 
labor power. Frequently credits are granted for 
new work when work which has previously been 
initiated has not yet been completed, etc. We must 
see to it that funds are not dissipated and that bank 
credit is used effectively. This is all the more im- 
portant since in the current seven-year period the 
amount of credit for the technical re-equipment 
and reconstruction of enterprises will increase con- 
siderably. 

In the present stage of communist construction 
the credit relations between the state and the collec 
tive farms are acquiring ever greater significance.. 
Substantial qualitative changes have taken place in 
the very process of money circulation in collective 
farm production. Compulsory deliveries and pay- 
ment in kind for the work of the Machine and Trac-: 
tor Stations have been abolished, a single form of 
state purchases has been introduced, the sale of the 
necessary machines to collective farms has been 
organized, and a number of other measures have 
been carried out. The necessary conditions have 
been created in agriculture for the introduction of : 
cost accounting, a lowering of production costs, anc 
a rise in the profitability of production. The collec 
tive farms have been enabled to cover all their ex- 
penditures in money form and to provide accumula- 
tions for expanded socialist reproduction. As we - 
know, before the reorganization of the Machine and 
Tractor Stations production expenditures were, to_ 
a considerable extent, borne by the Machine and ; 
Tractor Stations, which were later paid for their * 
work in kind by the collective farms. Today all ex- 
penditures are met from the collective farm’s own 
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working capital and the short-term credit granted 
by the State Bank. 

The short-term credit investments in the social 
production of the collective farms and the mone- 
tary advances received by the artels through the 
procurement organizations increased more than 
50% in 1959 as compared with 1958 and amountedto 
‘more than 30 billion rubles. In the future, as agri- 
cultural production continues to grow and its mar- 
‘Ketable surpluses increase, credit will play a 
greater role in strengthening the material andtech- 
nical base of the collective farms, in the distribu- 
tion and redistribution of the net income created in 
agriculture. 

In using money and credit for the further develop- 
ment of the collective farm system the institutions 
of the State Bank must actively help the collective 
farms in the following ways: to correctly organize 
their finances; to increase the share of their own 
working capital which is needed to cover production 
expenses; to organize the timely settling of ac- 
counts with the budget, the bank, procurement or- 
ganizations and suppliers; to form and correctly 
se the money in the indivisible funds and also to 
keep their accounts in order. 

In the light of the decisions of the December 
(1959) Plenary Meeting of the Central Committee of 
he CPSU, the tasks facing the State Bank in the 
ield of credit and banking relations with organiza- 
ions selling industrial goods in the countryside as- 
ume anew aspect. The Repair and Technical 
tations are freed of their functions as suppliers, 
ified trading organizations are organized for 
hese purposes, and greater control is established 
over the correct organization of orders and the ful- 
illment of agreements for the delivery of goods, 
ith the actual needs for these goods being taken 
nto consideration. This will make it possible to 
liminate the serious defects in supplying agri- 
sulture, to accelerate commodity circulation, and 
o lower distribution costs. 

Large amounts of credit are granted by the State 
ank to the procurement organizations for the 

ur chase of agricultural produce. Furthermore, 
his credit is not limited. This requires the State 
ank institutions to exercise systematic control 
ver the actual supplying of credit, to check up on 
he conditions in which the credit-financed goods 

nd material values are kept, and to see to the cor- 
‘ect organization of the accounts and the manner 

of conducting financial operations by the procure- 
ient organizations. 

State Bank institutions, which in the course of 
1eir credit and banking operations maintain con- 
stant ties with all enterprises, organizations, state 
arms and collective farms, have great 
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opportunities for exercising effective control to 
ensure the thrifty, economical and efficient opera- 
tion of the economy and to resolutely combat waste- 
fulness. 

AA 

As a whole, our industry is working well. It is 
fulfilling and overfulfilling the plans for production, 
for reducing production costs and for increasing 
accumulations. But there are still enterprises 
which are not coping with their assigned tasks. The 
economic and credit institutions must devote more 
attention to them. By quickly and operationally 
taking the necessary measures based on ananalysis 
of the financial and economic activity of the enter- 
prises, trusts, administrations, economic councils, 
ministries and departments, it is fully possible to 
ensure a rapid improvement in the economic and 
financial activity of the lagging enterprises and to 
restore their normal credit ties with the bank. 

The State Bank has been set the task of helping, 
in every way possible, to strengthen the cost ac- 
counting and regime of economy at every enter - 
prise and in every economic organization. On the 
basis of the decision of the Council of Ministers of 
the USSR and the Central Committee of the CPSU, 
dated August 21, 1954, “On the Role and Tasks of 
the State Bank of the USSR,” the credit organs take 
a different approach to enterprises which work well 
and to those which work poorly. A special, stricter 
regime of credit and accounting is applied to the 
latter. According to the existing regulations, eco- 
nomic organizations which have been transferred 
to this regime must take immediate measures to 
eliminate the causes of losses or the non-fulfill- 
ment of the plans for accumulations and to eradicate 
the defects in their work. However, in some cases 
the individual production collectives direct their 
effforts not to overcoming the mistakes and blun- 
ders in their work, but to creating favorable finan- 
cial conditions (the receipt of materials without 
paying for them on time, transfers of working capi- 
tal outside of the plan, etc.). This does not help to 
strengthen cost accounting. In such cases, in order 
to resolutely put an end to those practices which 
conflict with cost accounting, the State Bank re- 
quires that the working capital be replenished and 
that simultaneously measures be taken to funda- 
mentally improve the work of the poorly functioning 
economic bodies. 

The decision of the Council of Ministers of the 
USSR on changing the scale of prices beginning 
January 1, 1961, and replacing the money now in 
circulation with new money, will have a tremendous 
positive influence on the further strengthening of 
cost accounting. This is an inevitable result of the 
development of the socialist economy and the 
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colossal increase in the volume of production and 
commodity circulation. The gross production, na- 
tional income and money circulation in our country 
amount to many billions and trillions of rubles. It 
is therefore difficult to measure them with the 
existing scale of prices. The urgent need to con- 
solidate this scale has thus arisen. The fulfillment 
of this measure, provided that the interests of the 
population and the state are strictly observed, will 
raise still more the importance of money in the 
solution of national economic tasks as well as its 
role in heightening the material interest of the 
working people in the results of their work. 

At the same time there are a number of other 
important problems whose solution will help to fur- 
ther strengthen cost accounting in the national econ- 
omy. They include: closer ties between industrial 
and financial planning; an improvement in the or- 
ganization of material and technical supply; eco- 
nomically substantiated planning of the level of 
profitability and the implementation of measures to 
eliminate planned losses in certain branches and 
enterprises. The latter is connected with the prop- 
er regulation of price fixing, further reductions in 
the level of production costs and a rise in the mate- 
rial incentives of the enterprises and collectives 
of working people to fulfill the quantitative and 
qualitative indices of the plan. 

One of the important conditions for strengthen- 
ing cost accounting is the improvement of the con- 
tractual relations among the economic organiza- 
tions. A contract for the purchase and delivery of 
products, which specifies the quantity, quality, 
price and delivery dates, plays an organizing role 
in the process of production and sale of products. 
It serves as one of the most important elements in 
the system of economic relations and helps to in- 
crease the material responsibility of the contract- 
ing parties for the timely fulfillment of their 
obligations as regards quantity, quality, and assort- 
ment of goods to be delivered, and also as regards 
the payment of bills. Of great significance is the 
emphasis on the development of direct contractual 
relations between suppliers and customers as well 
as direct and transit shipments of goods and ma- 
terial values. This makes it possible to reduce the 
number of links involved in the deliveries and set- 
tling of accounts, to accelerate the movement of 
goods from the producer to the consumer, to lessen 
the need for working capital and bank credit, and to 
reduce the inputs of social labor in the circulation 
of material values. 

Measures are being worked out to improve and 
accelerate the handling of documents and to further 
improve the system of settling accounts. The erad- 
ication of unnecessary, excess links will increase 
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the possibility of using such an economically ad- 
vantageous form as planned payments. The es- 
sence of this system is that the buyer settles 
accounts with the supplier not for every individual 
shipment but periodically, for a number of ship- 
ments, on dates agreed upon beforehand. This ac- 
celerates the movement of money, reduces the need 
for credit, lessens the flow of financial and other 
documents, and lowers the cost of maintaining the 
administrative and managerial staff. 

The question of consolidating payments when 
settling accounts is acquiring great importance. 
Payments which are small in amount account for a 
considerable share of calculating operations and 
naturally call for considerable expenditures of 
labor and materials. Statistics show that payments 
of up to 1,000 rubles do not exceed 0.7% of the coun- 
try’s total payments, but they constitute 42% of the 
total number of financial documents involved. By 
consolidating such payments it will be possible to 
greatly reduce the number of operations connected 
with the settling of accounts and, correspondingly, 
to reduce the number of people engaged in this 
work in the national economy. 

It is necessary to systematically improve the 
system of settling accounts in the national economy, 
to ensure an improvement in accounting operations, 
and on a wide scale to introduce the mechanization 
of accounting and bookkeeping within the system of 
the State Bank and the economic organs. All of this 
will make it possible to economize on the expendi- 
ture of state funds for the maintenance of person- 
nel engaged in monetary operations, accounting, 
credit and other financial operations. The impor- 
tance of this question is indicated by the fact that 
over two million people are engaged in bookkeeping 
work in the national economy. 

The further strengthening of discipline in pay- 
ments and of the bank’s control over the process of 
settling accounts also require constant attention. 
Discipline in payments in the national economy has 
improved somewhat of late, but certain economic 
organs still do not settle on time with the budget, 
the bank and their suppliers. This situation cannot 
be considered normal. 

OR 

The tasks set by the 21st Congress of the CPSU 
for the development of productive forces and pro- 
duction relations in the socialist society call for th 
further strengthening of monetary circulation. In 
order to achieve this it is first necessary to ensure 
correct proportions between the incomes and ex- 
penditures of the population and to satisfy the grow- 
ing demand for goods and services. In the seven 
years preceding the current Seven-Year Plan for 
the development of the national economy ofthe | 
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USSR, retail trade increased by 78%, reaching the 
figure of 677.2 billion rubles in 1958. During this 
Same period the money turnover going through the 
State Bank increased by 72%. In 1959, the first 
year of the current Seven-Year Plan, there was a 
further development of retail trade. 

In this connection it should be noted that the pur- 
‘Chasing power of the population increased not only 
as a result of an absolute rise in wages, in the size 
of pensions and in the money incomes of the collec- 
tive farmers, but also as a result of a reduction in 
taxes (agricultural, income and bachelors’ taxes), 
the ending of the state loans to which the population 
subscribed, the abolition of tuition fees in the high- 
er educational institutions and secondary schools, 
and other measures undertaken by the Party andthe 
government to improve the material and cultural 
standard of living of the people. The additional 
purchasing power of the population was accom- 
panied by a corresponding increase in the sale of 
goods to the population and an expansion of paid 
services. 

Money circulation in the countryside is also grow- 
ing rapidly. Many collective farms have already 
introduced the system of monetary payment for 
work. Such farms have created, with their own in- 
comes, funds for advances to collective farmers so 
that prompt and uninterrupted payments are made 
o them throughout the year. As collective farm 
roduction develops, payments in kind by collective 
arms to their farm members are being replaced 
ore and more by payments in money and the 
phere in which money functions in the village is 
pecoming ever greater. However, some trading or- 
anizations and State Bank institutions are not ade- 
uately studying the changes taking place in money 
irculation in the countryside. Little is being done 
© improve the work of the consumers’ cooperative 
ocieties. The number of cultural and service en- 
erprises is far too small. The increase in com- 
odity circulation in a number of districts still 
s behind the increase in the incomes of the rural 
pulation. 

_ The further development of the national economy 
s accompanied by a constant rise in the money in- 
ome of the population and, at the same time, 
reates the prerequisites for strengthening money 
irculation. The Law on the Abolition of Taxation 

>f the Population passed by the Fifth Session of the 
upreme Soviet of the USSR also contributes to this. 
Jith the abolition of taxes the income of the State 
udget will come entirely from the accumulations of 
ocialist enterprises. This means that greater im- 
rtance must be attached to such questions as the 
ulfillment and overfulfillment of the plans for the 
oduction and sale of goods, a considerable 


improvement in their quality and assortment, a 
lowering of production costs and an increase in ac- 
cumulations, the comprehensive development of 
trade and the network of cultural and service estab- 
lishments. 

The Seven-Year Plan for the development of the 
national economy of the USSR ensures (for the 
country as a whole) a conformity between the rise 
in the money income of the population and the 
growth in retail trade and paid services offered to 
citizens of the USSR. It is important that such con- 
formity also be ensured in the republics, terri- 
tories and regions. All necessary conditions for 
this-exist today. 

The planning of money circulation as an organic 
part of the general state planning of the national 
economy is conducted on the basis of the balances 
of the money incomes and expenditures of the popu- 
lation and the cash plans of the State Bank. At 
present a number of important indices which influ- 
ence the volume of money incomes and expenditures 
of the population are established by the local au- 
thorities. For instance, the Union Republics enjoy 
great rights in the planning of production figures 
and wage funds, and in the determination of the vol- 
ume of agricultural procurements. They deter- 
mine the retail trade turnover for the trading sys- 
tems and also the volume and nature of the paid 
services rendered the population, etc. All of this 
increases the role and responsibility of the Union 
Republics for the state of money circulation. 

In the past the balances of the money incomes 
and expenditures of the population in the republics, 
territories and regions were not used sufficiently 
in actual practice to ensure the necessary propor- 
tions between money incomes and expenditures. 
The preparation of such balances was not compul- 
sory. This led to a situation in which, in spite of 
the fact that for the country as a whole the neces- 
sary conformity existed between the money incomes 
and expenditures of the population, in some econom- 
ic areas this conformity was lacking inasmuch as 
the planning of the volume of trade turnover, paid 
services, and a number of other indices, was done 
without sufficient attention being paid to the grow- 
ing income of the citizens. This compelled the 
population of some districts to spend part of their 
incomes in other territories and regions of the 
country. 

It is now obligatory to draw up planned balances 
of the money incomes and expenditures of the popu- 
lation on a territorial basis. This will make it pos- 
sible to improve the coordination of the volume of 
trade and services with the money income of the 
population. It will create the conditions for the 
improved organization and regulation of money 
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circulation in the Union Republics and, what is most 
important, will contribute to the better servicing of 
the working people by trading, cultural, and public- 
service establishments. 

The rise in the purchasing power of the Soviet 
ruble depends to a considerable degree on achiev- 
ing a more rapid growth of the productivity of so- 
cial labor than of wages. In this connection the 
correct use of the wage fund, which constitutes over 
80% of all the expenditures in the cash plan of the 
State Bank,is of great importance. By decision of 
the Party and the government wages are now being 
adjusted. The appropriate measures have already 
been taken in the coal industry, in the iron and 
steel and non-ferrous metals industry, in the chem- 
ical industry and a number of other branches. This 
work must be fully completed in the next few years. 
As a result of these measures the minimum wage 
in all branches of the national economy will be con- 
siderably increased. 

All of this makes it necessary to find additional 
resources and to use the wage funds correctly and 
economically. Overexpenditures of these funds 
are a Serious violation of state discipline. Enter- 
prises are expected to repay the sums spent in ex- 
cess of the plan within a few months and to eradi- 
cate the reasons making for such a situation. The 
director and other managerial personnel of indus- 
trial enterprises, building projects and economic 
organizations responsible for this excess expendi- 
ture of the wage fund are deprived of bonuses until 
the excess expenditures have been repaid. 

In exceptional cases the State Bank provides 
enterprises with funds for the payment of wages in 
excess of the amount due them on the basis of plan 
fulfillment. This excess must not exceed 5% of 
the monthly wage fund. At the same time it is stip- 
ulated that the enterprise must fully repay all pre- 
vious Overexpenditures. In all other cases the per- 
mission of higher organizations is required — 
ministries, economic councils, departments and 
executive committees of the Soviets of Working Peo- 
ples’ Deputies — within the limits of the rights they 
enjoy. The State Bank has been given the right to 
exercise greater control over the use of wage funds 

by institutions and organizations financed out of 
budget funds. 

It must be said that for the national economy as 
a whole the wage fund is used economically and the 
amount of overexpenditures is being reduced from 
year to year. However, in a number of branches 
of industry (the timber, coal, and building mate- 
rials industries), there are still many enterprises 
which exceed the wage fund without any grounds for 
doing so. Enterprises and building organizations 
of the Rostov, Krasnodar, Karaganda, Kustanai and 
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Kirgiz economic councils were guilty of serious 
violations of financial discipline and mismanage- 
ment in 1959. Every enterprise, institution and or- 
ganization must spend the wage fund established 
for it in a rational manner and must fulfill its as- 
signments in reducing production costs and increas 
ing accumulations. 

Soviet industry and transport have not only been 
fulfilling their production and transportation plans 
but have been overfulfilling them. This naturally 
requires additional wage expenditures. By exceed- 
ing the plans for the sale of agricultural produce 
and raw materials to the state, the collective farms 
and farmers also receive additional money incomes 
In order not to permit any gaps to develop between 
the incomes of the working people and available 
goods to cover these incomes, it is extremely im- 
portant in fulfilling the national economic plans to 
find the necessary commodity resources to cover 
the additional incomes received by the population. 
The government, planning and economic organs 
have been directed to promptly take the necessary 
measures in this connection. 

The successful solutionof the tasks in the field — 
of money circulation requires a considerable im- 
provement in the economic work of the State Bank, 
increased monetary control over the financial and 
economic activity of the enterprises and organiza- 
tions, closer coordination between the granting of 
credit in the national economy and the tasks of plan 
ning and regulating monetary circulation. 

As the money income of the population increases! 
there is a constant rise in the demand for improver 
assortments and quality of goods, as well as for 
new models of goods, new styles, types and makes. 
However, the trading organizations are not yet suf- 
ficiently studying the demands of the population anc 
are not exerting the necessary pressure on industr 
to improve the assortment and quality of the goods. 
Many enterprises, while producing new types of 
goods and articles of better quality, continue to pre 
duce articles which have become old-fashioned and 
models for which there is only a slight demand on 
the part of buyers and which therefore become dus’ 
collectors in the stores. 

It must be pointed out that as a whole the State 
Bank does not as yet exercise sufficient financial 
control over the production and circulation of good 
and material values. Until recently credit institu- 
tions applied credit measures primarily to bring 
pressure to bear on an industrial enterprise when 
accumulations of the finished product and other re- 
sources exceeded the allowable norms and financia 
difficulties arose there. The task is to forestallth 
accumulation of surplus and unnecessary supplies 
of goods and material values, to prevent the ¢, 
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yroduction of unnecessary articles or the overful- 
illment of the plan for goods which have a limited 
narket. The economic organs have now been made 
nore responsible for the above-plan output of arti- 
sles which have a limited market and for the ac- 
cumulation of goods and material values above the 
2stablished norms. In order to exercise prelimi- 
lary control over the delivery of goods needed by 
he population, the State Bank, with the permission 
i the Council of Ministers of the USSR, is ceasing 
o extend credit to trading organizations for the 
yayment for goods which are not in demand or for 
which the demand is limited (when the trading or- 
ganizations systematically accumulate surplus sup- 
jlies of these goods). 

“It is very important to make full use of socialist 
-redit to further expand retail trade, to develop 
sconomic ties between town and country, between 
ndustry and agriculture, and between enterprises 
d higher economic organizations. Trading organ- 
zations are expected to regularly fulfill their re- 

hil trade plans, to seek opportunities to exceed them, 
oO ensure the correct distribution of goods in ac- 
ordance with the demand and money income of the 
opulation, and not to permit overstocking. 

The considerable increase in the provision of 
redit which will take place in the seven-year pe- 
iod in all branches of the national economy and the 
ther development of credit relations will raise 
ne responsibility of the local government and eco- 
omic organs, as well as that of the State Bank in- 
itutions, for the most rational use of money 
esources. It cannot be said that things are 
‘isfactory in this respect. Bank credit frequently 
oes to cover excess supplies of goods and materi- 
1 values, to liquidate financial gaps resulting from 
e poor work of enterprises. Although the bank 
ings pressure to bear upon such negligent mana- 
ers, the higher economic organs must also in- 
“ease their demands on the heads of enterprises. 

must not be forgotten that the irregular use of 
ank credit also has a negative effect upon money 
irculation. 

The localities now have the conditions necessary 
r closer coordination between the provision of 
redit and money circulation, for exerting greater 
sonomic pressure upon those economic processes 
hich are connected with the circulation of available 


money. For example, the bank can do a great deal 
to increase its cash receipts when extending credit 
to enterprises which produce consumer goods, to 
trading organizations, and also to enterprises 
which provide paid services to the population. The 
extension of credit to these economic organs will 
help to increase the production of goods of the nec- 
essary quality and assortment for the population, 
to bring them quickly to consumers in accordance 
with the buyers’ demands in the districts, and will 
help to increase retail sales. 

The exercise of the bank’s financial control in 
extending credit for the national economy must con- 
tribute to the all-round development of production 
and trade, to a regime of economy, a reduction in 
production costs, and a growth in socialist accumu- 
lations. It must also prevent by suitable means any 
possible violations of individual items of the plan 
in the sphere of production and circulation, in the 
balance of money incomes and expenditures of the 
population, and in money circulation. 

In connection with the forthcoming change in the 
scale of prices beginning January 1, 1961, the 
money now in circulation will be replaced by new 
money. It is planned to carry out this change with- 
in the period from January to March, 1961. During 
this period both the old and the new money will be 
in circulation simultaneously. The withdrawal of 
the old money from circulation will take place both 
through the direct exchange for new money in spe- 
cially organized exchange centers of the State Bank, 
and also through the usual channels: trade, thea- 
ters, communal enterprises, saving banks, and by 
accepting the old money from the population for all 
payments. The exchange will be conducted on the 
basis of 10 rubles of the old money for one ruble 
of the new money. It is absolutely necessary to 
carry out this important measure with exactness 
and inan organized way. 

The correct use of credit, money and all other 
economic levers in practical work for the purpose 
of developing socialist society and further raising 
the level of economic work in all Soviet credit in- 
stitutions will help in the successful fulfillment of 
the tremendous tasks of the comprehensive building 
of communism in our country, tasks set by the his- 


toric decisions of the 21st Congress of the CPSU. 
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On the Construction of Cities During the Transition 


to Communism 


The practical solution of the problem of popula- 
tion as social and economic distinctions between 
town and village are obliterated is closely tied up 
with the historically conditioned balance of a coun- 
try’s urban and rural population. 

Soviet society inherited from tsarist Russia a 
highly irrational structure of industry which made 
for a corresponding unevenness inthe distribution 
of productive forces and population in its territory. 

Socialism creates completely new conditions and 
laws governing population in comparison with capi- 
talism. We may find the fundamental propositions 
of an analysis of the basic features of distribution 
of population under socialism in the works of the 
classics of Marxism-Leninism. ‘Only a society 
capable of harmonizing its productive forces under 
a single general plan,” wrote Engels, “can allow in- 
dustry to be located over the whole country ina 
manner that is most convenient for its development 
and the preservation, as well as for the develop- 
ment, of other elements of production. Thus, the 
elimination of contradictions between town and vil- 
lage is not merely possible, it has become an im- 
perative for industrial production as well as for 
agricultural production. Moreover, it is necessary 
in the interests of social hygiene.” (1) V.I. Lenin 
emphasized that “capitalism severs the ties be- 
tween agriculture and industry for good, but at the 
same time, by its higher development, it prepares 
new elements of these ties, combining industry and 
agriculture on the basis of the purposeful applica- 
tion of science and the combination of collective la- 
bor, a new resettlement of humanity (with a liquida- 
tion both of rural backwardness and isolation from 
the world, of the wilderness, as well as of the un- 
natural accumulation of gigantic masses in the big 
cities).” (2) 

Consequently, the classics of Marxism-Leninism 
regard the new socialist character of population as 
being directly dependent on the fusion of industry 
and agriculture on the basis of large-scale produc- 
tion. This process rests on the objective necessity 
for the preferential development of production of 
the means of production, which makes possible the 


transformation of industrial and agricultural pro- 
duction on the basis of the highest level of tech- 
nology. 

The implementation of socialist industrialization 
and Lenin’s cooperative plan resulted in a radical 
change in the position of the countryside in social, 
economic, technical and cultural aspects. Only 
temporary essential distinctions remain between 
town and country. 

Socialist industrialization has led to a growth of 
the urban population. In 1913 it was 28.1 million, 
that is, 18% of the total. In 1959 it was 99.8 mil- 
lion, that is, 48% of the total. This growth was par 
ticularly marked in the old industrial towns and 
workers’ settlements which emerged with the de- 
velopment of industry. From 1926 to 1959 the num 
ber of towns and workers’ settlements increased 
almost 2.5 times. In that period the number of 
cities with over 100,000 population rose from 31 to 
149, and of cities with a population of over 500,000 
rose from 3 to 25. 

With the victory of socialism the contradiction 
between town and village was liquidated. To build 
communist society it is necessary to eliminate the 
essential distinctions between town and village 


_ which still remain in the first phase of communisn 


In this connection there arises with increasing ur- 
gency the question of our future cities, their fea- 
tures and the nature of city planning during the 
transition to communism. 

The successful solution of this problem requires 
further scientific elaboration of the prospects of 
city planning during the construction of communist 
society. Basing ourselves on the present. level of 
development of Soviet society’s productive forces, 
we must proceed from the task set before us by th 
Party in working out these questions, namely, to 
ensure the world’s highest living standards. 

Along with the expansion of housing constructior 
in reserve urban territories in the big cities (suct 
as the Novye Cheremushki in Moscow) it is planne 
to carry out extensive resettlement of a part of th 
natural increase of population to other areas. In 
particular, important measures are being taken to 
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ransfer some industrial plants beyond the boun- 

aries of big industrial cities (for example, some 

oscow enterprises to Moscow Region). This will 
ead to a relocation of manpower as well. But this 
in itself will not eliminate the hypertrophy of some 
of our large cities. The transferred plants will be 
able to use local manpower, a part of the workers 
ho now live in the suburban areas and work in 
Moscow, Leningrad, Kiev, Kharkov, etc. We can- 
not expect the net increment of population in the 
arge cities as a whole to settle in the satellite 
crowns. 

The planned, proportional and harmonious devel- 
pment of the national economy as a whole and of 
its several areas not only makes for a more uni- 
orm settlement of the population on the country’s 
erritory in general, but also influences the nature 
d size of the settlements. (3) The reconstruc- 
ion of existing towns and the construction of new 
nes, large, medium and small, their location and 
ize will in each individual case be dependent pri- 
arily on economic factors, the availability and 
sition of minerals, power resources, etc., with 

eye to creating for the population all the neces- 
ary conditions for work, recreation, rest and cul- 
ural and every-day services and amenities. 

The practice of city planning requires the deter- 
ination of optimum sizes of various towns, the 
conomic effect of their distribution, the rational 
lanning and combination of industries, housing 
eas, cultural and public service facilities (mu- 
icipal enterprises, academic institutions, public 
ealth institutions, cultural and educational institu- 
ions, commercial and catering enterprises, sports 
acilities, children’s establishments, etc.) withinthe 
esidential area, (4) as well as the delineation of 
he borders and economy of the suburban area. 
Our urban population is growing at a rapid rate. 
his is due above all to the development of industry 


ew industrial enterprises, transport junctions, re- 
earch institutions, etc., are built, the urban popula- 
ion grows both from the natural as well as the 
echanical increases. The source of the latter is 
e rural population or the population of other 

owns where industry is developing at a slower rate 
r not at all. 

‘Planning the distribution of the productive forces 
f the socialist society presupposes planning the lo- 


ing the location of population and industry, society 
roceeds both from natural conditions and from so- 
ial and economic laws, as well as from the princi- 
les and factors involved in the distribution of 
ettlements and their nature. 

Modern city planning is laying the foundation for 


d transport, the main town-forming factors. When 


ation of settlements, their size and nature. In plan- 
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cities which will exist in the communist society. 
That is why, even now, in determining the character 
and size of populated localities, their population, 
full consideration must be given to the prospects of 
the economic development of these cities as well as 
the creation of all the necessary amenities for hu- 
man life and hygiene. 

According to the Rules and Standards of City Plan- 
ning and Building, layout projects should provide 
for an integrated solution of architectural, building, 
economic, Sanitation, hygiene, and engineering prob- 
lems for a period of 20 to 25 years. I think this pe- 
riod is clearly too short. The natural and mechan- 
ical increase of population turns a small town into 
a medium-sized one in 20 to 25 years, etc. If the 
buildings are well made they will be well preserved. 
If they are built in accordance with rules for small 
towns, let us say, they will become anachronisms 
in a correspondingly short period. The transfor- 
mation of the small town into the medium, the me- 
dium into the big, and the big into the very big one, 
unless provided for in advance in the process of 
planning and building, will require the reconstruc- 
tion of towns, remodelling of arteries, demolition 
of buildings which are far from outdated, etc. It is 
a fact, for instance, that the demolition of a two- 
story house costs roughly 30% as much as the build- 
ing of a four or five-story house on the site. 

There has been a marked change in the nature of 
cities and settlements in Soviet times. In the peri- 
od of reconstruction the Party and Government al- 
ready initiated the remodelling and building of 
towns. The June (1931) Plenum of the Party’s Cen- 
tral Committee pointed up the inadvisability of con- 
centrating sizable masses of population in small 
areas and the construction of a large number of 
enterprises in big urban centers. 

But in spite of important successes in city plan- 
ning and the construction of settlements in rural 
areas many problems connected with settlement, 
and in particular, with the regulation of urban 
growth, have not yet been solved. Economists are 
not paying enough attention to such important prob- 
lems as the determination of the optimum size of 
towns, the nature of the settlements under construc- 
tion, etc. The correct solution of these questions 
is of great social importance in the process of our 
society’s transition to communism. It will lead to 
a rise in the living standards of the Soviet people, 
promote a rise in cultural standards in town and 
country, create conditions for the successful solu- 
tion of such important social problems of commu- 
nist construction as the overcoming of essential 
distinctions between mental and physical labor, and 
between town and village. 

There is another important aspect of these 
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population problems, namely, the economic. Their 
correct solution requires a more effective use of 
the enormous capital investments set aside by so- 
ciety for urban and housing construction. A time- 
ly, well-based social and economic substantiation 
of the plans for the distribution and character of 
new towns and other settlements will make it pos- 
sible, with the further growth of industrial produc- 
tion, to avoid losses which today stem from insuf- 
ficient attention to this matter on the part of 
planning bodies. 

When Engels spoke of the “destruction of big 
towns” (with ironical reference to Bismarck’s 
proposition), he proceeded from the fact that the 
elimination of the contradictions between town and 
country in a socialist society is possible only by a 
merger of town and country on the basis of a trans- 
formation of agricultural labor into a form of in- 
dustrial labor. Engels also had in mind the goal of 
a socialist society, namely, the creation of the 
most favorable conditions for work and life. Need- 
less to say, Marxism-Leninism, far from rejecting, 
emphasizes the enormous cultural, political and 
economic role of large cities. Large cities will 
continue to play a big role in the life of society. I 
think they will remain centers of cultural growth 
and large-scale industry. That is why they will 
continue to be the leading factors in the country’s 
economic and cultural life. At the same time it is 
quite obvious that the excessive size of some ofour 
cities has its negative aspects. With the excessive 
growth of big cities factors arise which hinder the 
process of improvement of the population’s living 
standards, andthere is a constant rise in the per 
capita cost of urban construction. We must find ef- 
fective means of regulating their further growth as 
soon as possible. City planners note that thereis 
a sharp rise in the cost of building and maintaining 
cities when their size exceeds a certain limit. (5) 
There is a definite economic limit to the size of _ 
cities. 

The decisions of the 21st Congress of the CPSU 
reflect the great concern of the Party and Govern- 
ment for the harmonious development of Soviet citi- 
zens. 

Comrade N. S. Khrushchev, who is constantly 
giving great attention to urban and rural construc- 
tion, in his report at the 21st Congress emphasized 
that planning organizations must work out economi- 
- cal model projects of dwelling houses intended for 
extensive use, as well as general plans for urban 
development and layout projects for rural settle- 
ments, bearing in mind that living conditions in 
town and country should correspond to the multi- 
faceted requirements of Soviet citizens. Conse- 
quently, the approach to the problem rests on the 
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need to create the best material and cultural con- 
ditions for the life of the Soviet people. 

What is the size of city that involves the smallest 
per capita material expenditures for the construc- 
tion and exploitation of the whole complex of the 
urban economy ? 

Special studies and the experience of city plan- 
ning indicate that a city with a population of one mil- 
lion is less economical than one with a population 
of 200,000 to 250,000. At the same time, a city with 
a population of 100,000 is apparently more econom- 
ical than one with 20,000. However, the optimum 
size of settlement can be determined in actual prac- 
tice by taking account of many factors determining 
the expediency of urban construction, and may vary 
from 20,000 to 250,000 population. 

The extension of city limits beyond certain boun- 
daries calls for great expenditures in organizing 
urban transport, the construction of more complex 
and costly municipal services, etc. But the cost of 
urban transport and engineering structures is only 
part of the problem. The working people spend a 
lot of time and energy in travelling to work, and 
this has an effect on their productivity. The prob- 
lem of supplying the population with vegetables, — 
milk and other foods, as well as fuel and building 
materials, becomesmore complex, and there is a 
sharp increase in their transportation costs. Nat- 
urally, all these problems are solved with greater 
ease and at less expense in the small and medium 
cities. Sanitation is also a greater problem in the 
big cities. 

The city dweller is actually capable of satisfying 
his everyday needs in the neighborhood in which he: 
lives, and his recreation requirements (cinema, 
park and club) in the district. Once the size and 
nature of the building of the neighborhood and the 
district have been determined, there arises the 
question as to how many of them the city should in- 
clude. Such urban structures as Houses of Pio- 
neers, theaters, stadiums, swimming pools, etc., 
have an effect on urban cultural life only when 
their number allows the bulk of the population to | 
use them. 

Thus, questions pertaining to the determination 
of the optimum size of cities and the decentraliza- 
tion of the population are among the major prob- 
lems of economics today. First of all, city plan- 
ning must be organized in such a manner as to take 
account not only of the current requirements and 
economic conditions of construction, but also of the 
prospects of communist construction. % 

Economizing in city planning will, I think, be ra- 
tional only when in selecting some variant for the 
construction of a city we proceed from its inte- é 
grated effectiveness, that is, when we take account 
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Mf the cost of construction and exploitation not only 
)f each separate house, but also of the entire group 
Mf dwelling, production, cultural and public service 
uildings erected with an eye to the prospects of 
he town’s economic development. Otherwise, the 
emporary and apparent economies, as well as ex- 
enditures on various “temporary” structures, will 
ater result in an overexpenditure of the budget for 
yatch-up building, remodelling and additional 
structures. 

Enormous sums of money are annually invested 
n urban construction. In the next seven years al- 
nost 15 million new flats will be available incities 
ind workers’ settlements. In these seven years 
jousing, municipal, cultural and public service 
onstruction in the cities and workers’ settlements 
lone will cost over 450 billion rubles. That is 
vhy it is especially important for every ruble, 
very part of this vast sum earmarked for housing 
d cultural construction, to be spent in the most 
ffective manner and with an eye to the prospective 
evelopment of our society. 

Together with the regulation of the growth of the 
ery large and large cities there is the question of 
e future of the small towns both in the European 
art of the USSR and in the East, the former pro- 
incial centers and other commercial and indus- 
ial points on whose territory town-forming 
dustry never arose because of lack of railwaysor 
ectric power supply difficulties. Dozens of such 
wns have historically arisen around modern big 
ustrial centers. The population of these natural 
ellites of the big cities isrelatively small and 
eir industry weak. Many of their people work in 
e industrial plants in the big centers. I think 
ese towns must serve as the basis for the con- 
uction of satellite cities. A part of their popu- 
ion could work on the construction of the satel- 
e cities and would become their first inhabitants. 
e erection of satellite cities on the basis of old 
11 towns is, in my opinion, a solution for the 
oblem of renovating these towns and also pro- 
ding jobs for their young people who are not en- 
ied in socially useful work. Thus, the erection 
satellite cities permits the decentralization of 
e population of large cities and the solution of the 
sk of raising the cultural level of the population 
the suburban areas. It also permits us to deter- 
ine the future of many small towns which are 
onomically weak but have certain manpower re- 
rves. All this will promote the emergence of 
w industrial areas in the countryside. 

The creation of satellite cities is a realistic 
asure for limiting the growth of our cities. They 
ll unquestionably be justified only if industrial 
terprises will be built there. I think they should 
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have not only isolated types of enterprises but also 
those which will cooperate with plants in the urban 
centers around which these satellite cities will be 
built. Apart from the construction of industrial 
enterprises, these satellite cities should be sur- 
rounded by highly intensive farms to supply the in- 
dustrial center and the satellite city with vege- 
tables, potatoes and dairy products processed by 
the food plants in the satellite city. 

I think that the satellite city should be not less 
than 80 to 100 kilometers away from the big center. 
Modern means of communications and transport 
will ensure the necessary links between the indus- 
try and population of the satellite city and the big 
center. The press, radio, television and the cine- 
ma permit the population of the satellite city to live 
to a certain extent the same cultural life as pre- 
vails in the big center. But it is inadvisable to lo- 
cate the satellite city less than 80 to 100 kilometers 
away. In time, we will be able to regulatethe popu- 
lation growth of cities, but this does not mean that 
cities will not grow. Within a radius of 50 kilo- 
meters of the big center there must be sanatoria, 
rest homes and countryside cottages. Hospitals 
will have to be located in this area in the future. 
The suburban area therefore cannot be limited to 
15 to 20 kilometers. To ensure really favorable 
Sanitary and hygienic conditions for work and rest, 
as well as health care facilities for the inhabitants 
of a town with many millions of people, naturally 
requires larger green areas than the conventional 
suburban wooded parks. If the distance from the 
big centers to the satellite city is too small they 
will eventually merge and instead of decentraliza- 
tion we shall have a concentration of population, 
which is inadvisable from any point of view. 

The problems of settlement and city planning 
are closely related. In their solution account must 
be taken, first, of the existence of many thousands 
of historically shaped settlements, and second, the 
intensive natural increase of population. In the 
total population there is occurring a relative and 
absolute increase in the number of people below 
and above employable age. The Soviet state is con-. 
cerned for the whole population. It tries to satisfy 
its needs for additional housing, needs which arise 
from the longer life expectancy and the higher birth 
rate. With the growth in the number of children 
there is greater need for the construction of 
schools, boarding schools, nurseries, kindergar - 
tens, etc. 

The growth of the population of non-employable 
age leads to inadequate living conditions for work- 
ers and employees and also for members of their 
families who are not officially connected with pro- 
duction in the workers’ settlements lying near 
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industrial enterprises. The very concept of “work- 
ers’ settlement” is already quite out of tune with 
the nature of its population. That is why it is ad- 
visable to build not workers’ settlements which are 
of a temporary nature, but settlements which are 
designed for long periods and which ensure the nec- 
essary conditions of work, life, cultural services 
and rest. National economic considerations, the 
saving of state funds and social labor insistently de- 
mand the abandonment of the practice of throwing 
up temporary and provisional structures. A high 
level of socialist production permits the solution 

of this problem. In building a large city or a small 
settlement we must take account of the prospect of 
development of the economic area and its geo- 
graphical and natural conditions so as not to have 
to go in for patch-up building and remodelling. 

Both in the large existing industrial centers and 
in any new town or settlement, dwelling houses 
must have not only electric lighting, but also steam, 
gas or electric heating, modern kitchen facilities 
and toilets. Naturally the variants of these struc- 
tures will differ from town to town according to the 
size of population. Despite all the additional expen- 
ditures connected with the creation of the neces- 
sary housing and living conditions, I think that 
these still have to be provided now. This, I think, 
will help overcome the future hypertrophy of at 
least 150 cities with a population of over 100,000 
and 25 cities with over 500,000 population at pres- 
ent. 

It is a fact that in many small towns and settle- 
ments (including new ones under construction) 
dwelling houses, the buildings of cultural institu- 
tions, etc., often do not have the same qualities as 
those in Moscow, Leningrad, and other big cities. 
By no means all the dwelling houses in cities and 
workers’ settlements have running water, drainage, 
central heating, electric and gas stoves, baths and 
showers. But 26% of the entire urban population — 
25.7 million persons — resides in 3,827 small cities 
and workers’ settlements. The lack of the neces- 
sary housing and living conditions in the newly 
erected cities and settlements hampers decentrali- 
zation of the population, the more rational distri- 
bution of manpower resources, and consequently, 
their more rational utilization. ; 

Naturally, a radical improvement in the distribu- 
tion of population over the country’s territory is 
above all connected with the further growth of pro- 
ductive forces, the creation of the material and 
technical foundation of communism, and the solu- 
tion of the USSR’s main economic task. The regu- 
lation of the growth of cities and the settlement of 
the population already permits a more rational and 
fuller use of the employable population. The 
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attendant rise in the rate of growth of the national 
income compensates for the expenditures caused by 
extensive construction of dwelling houses, cultural 
establishments and amenities. 

Actual practice requires the solution of the prob- 
lem of the most rational and economical nature of 
rural settlements, something that has been repeat- 
edly pointed out by N. S. Khrushchev. With the 
further advance of our society along the road to 
communism there will be a change not only in the 
features of the towns but also of the villages. Theit 
population will apparently be larger than it is 
in such localities today, and their area will be 
smaller. Rural building will largely be similar 
to that of urban. As N. S. Khrushchev has stresse 
it is expedient to build the most economical, two-, 
three- and four-story houses with all the basic 
almenities: electricity, running water, gas, drain- 
age, etc. 

On the other hand, the village is becoming simi- 
lar to the city through the creation of economic pre 
requisites for the resettlement of residents of vil- 
lages in large agricultural settlements which are 
the nuclei of future communist populated localities 
of the urban type with a strictly planned structure, 
cultural establishments and amenities, engineering 
network, etc. 

The December (1959) Plenum of the Central Com 
mittee of the CPSU noted the need to work out 
schemes of district and intra-branch planning when 
compiling projects for the development of individua 
agricultural areas. They must provide for the long 
range development and specialization of agricultur- 
al production, the rational distribution of produc- 
tion and public buildings, residential areas, 
electrification, water supply, highway construction 
and communications, the further development of the 
populated localities of collective farms and state 
farms. In some districts of the country (for exam- 
ple, Novo-Usmani in Voronezh Region, Sasovo in 
Riazan Region, Khomutovka in Kursk Region, El’- 
ninsk in Smolensk Region, etc.) this work has al- 
ready begun. This work naturally takes time. Mos 
cow was not built in a day, N. S. Khrushchev noted 
at the December Plenum. He stressed that “in the: 
construction and modernization of villages, as in 
any big undertaking, there must be patience. It is,, 
of course, an important question, but let us not 
turn it into a campaign. Our success in the solu- 
tion of the task of modernizing our villages will de! 
pend on the attention which we give to the develop-: 
ment of agricultural production, the mechanization 
of production processes and an increase of accumt 
lations. Those who have the funds and the means, 
let them build.” q 


In the period of the full-scale construction of 7 
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communism the solution of the key problems con- 
nected with settlement appears as the transfer of 
population and skilled manpower to the East. This 
process has assumed particularly broad scope in 
recent years. In the current seven-year period it 
is planned to resettle a great number of workers 
and their families from the central areas of the 
country to the East. 

In accordance with the socialist principles of dis- 
tribution of productive forces, new towns and indus- 
trial centers have been set up in various parts of 
the country. The All-Union Population Census of 
1959 shows that in the years of Soviet power im- 
portant shifts have taken place in the population and 
its distribution over the economic and geographi- 
cal areas, towns and industrial centers. With the 
development of previously backward economic 
areas of the East and Central Asia, their population 
as been growing at a particularly rapid pace. As 
a result, a change is taking place in the balance of 
population between the eastern and western parts 
of the country. While for the USSR as a whole the 
population increased 9.5% over the prewar period, 
he Urals areas had an increase of 32%, Western 
Siberia 24%, Eastern Siberia 34%, the Far East 
0%, Central Asia and Kazakhstan 38%. In these 
areas there are hundreds of new industrial centers. 
The population has increased both as a result of 
atural and mechanical growth. (6) 

In the eastern areas industrial production de- 
eloped faster than in the European part of the 
ountry. From 1940 to 1954 industrial production 
n the eastern areas increased 4 times, andfor the 
whole of the USSR 2.8 times. But the bulk of our 
abor resources are still in the European part of 
he USSR. As of 1959 the Central, Southern and 
Western Areas had almost 52% of all factory and 
ffice workers, and Eastern Siberia, Central Asia, 
<azakhstan and the Far East 15.1%. 

The economic development of some areas by and 
arge hinges on the availability of manpower re- 
ources, male and female workers. This often 
eads to the desire to build new industrial enter - 
rises in big cities, which results in an excessive 
oncentration of production and population. The 
hifts in population that have taken place over the 
ountry’s territory are quite insufficient from the 
tandpoint of the new distribution of industry and 
aineral, raw material and power resources. The 
rroneous view that new industrial undertakings 
hould be built mainly where there is sufficient 
nd often highly dense population has often placed 
the background the tasks connected with the 
roblem of settlement, and consequently the 

asks of obtaining the best use of manpower re- 
ources. 


Insufficient attention to the cultural and every- 
day needs of the population is one of the causes of 
the turnover of skilled labor in the remote areas 
of the North, Siberia, Kazakhstan, and the Far East. 
In some parts of the country, from 50 to 80% of the 
working personnel is renewed in a matter of four 
years. For instance, 52.7% of those who arrived in 
1956 to work at the big “Zheleznodorozhny” State 
Farm, in Oktiabrskii District, Kustanai Region, left 
it in the Same year; in 1957 the figure was 73.2% 
and in 1958 it was 65%. Of all those who arrived in 
Kustanai Region collective and state farms during 
1955-1958, 76.3% left in that same period. 

The construction of new industrial centers in the 
eastern areas and the economic development of 
rich natural resources in these areas will be more 
successful if the newcomers are provided with the 
necessary housing, cultural conditions and ameni- 
ties. The stabilization of manpower unquestionably 
promotes the effective use of the enormous re- 
sources which the state earmarks for the develop- 
ment of the country’s eastern areas. 

As we know, the socialist principle of distribu- 
tion of productive forces requires industrial enter- 
prises to be closer to the sources of raw materials 
and areas of consumption of the goods, and the develop- 
ment of previously backward areas in accordance 
with the Leninist nationalities policy and with the 
demands of the socialist law of population. 

The construction of new plants in densely popu- 
lated areas leads to a reduction of current capital 
investments in housing and public services in com- 
parison with the areas where there is not enough 
manpower. But since the cities of the centralareas 
cannot grow indefinitely, in the interests of the ear- 
liest involvement of the eastern natural resources 
into the economic cycle it is advisable to increase 
capital investment in housing construction and pub- 
lic services in these areas. This will promote a 
more correct and natural distribution of the bulk of 
the manpower — the employable population — over 
the country’s territory and will thereby lead to a 
more rapid development of the rich natural re- 
sources of the East. This is justified from every 
standpoint. First, the increase in the initial spend- 
ing on capital construction of new industrial proj- 
ects together with the creation of a whole complex 
of cultural and public service establishments of the 
necessary standard is compensated for by the broad 
scale and comprehensive nature of construction. 
Second, the stabilization of skilled labor on the new 
territories leads to a reduction of costs connected 
with the transfer of population and the turnover of 
personnel. Third, production costs at the enter- 
prises built in the new areas, especially in the 
extractive and power industries, is much lower than 
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in old industrial areas because of a number of 
favorable natural factors. Fourth, in the eastern 
areas as a rule such building materials as timber, 
quarry stone, shingle and gravel are much cheaper. 
Fifth, the new enterprises are on the most modern 
technical level. 

Thus, the correct territorial distribution of 
capital investments leads to a considerable growth 
in the productivity of social labor. These and oth- 
er factors undoubtedly justify some increase in ex- 
penditures on industrial and civil construction in 
the new areas. 

Great possibilities for saving capital investments 
are connected with improvements in the planning of 
industrial and civil construction in the new areas, 
as well as improvements in the quality of design 
and organization of operations. Experience in the 
construction of a hydropower, production and hous- 
ing complex at Bratsk shows that it is possible to 
save billions of rubles. A reduction in the period 
of construction of new projects permits a sharp in- 
crease in the coefficient of yield of the instruments 
of labor on the scale of the national economy as a 
whole. An improvement in the quality of work, as 
well as the industrialization of construction opera- 
tions and integrated mechanization of building, the 
transformation of the building industry into a 
mechanized process of assembly of buildings from 
blocks, parts and units manufactured at industrial 
enterprises, will permit an increase in the produc- 
tivity of labor in construction by 60 to 65% in the 
current seven-year period. 

The economic effectiveness of the development 
of the eastern areas will increase over the long- 
term period. All this shows that it is not only 
necessary, but that it is economically expedient to 
move masses of the population to the East and to 
develop the thinly populated areas. The reduction 
of the cost of performing this enormous job is only 
possible with painstaking and fully substantiated 
planning. 

The resolutions of the 21st Congress of the 
CPSU emphasize that the unprecedented sweep of 
construction in the forthcoming seven years de- 
mands that special attention be given to the distri- 
bution of productive forces. The Congress noted 
the successful economic utilization of enormous 
raw material and power resources in the eastern 
areas. There is increasing work being done on the 
creation of the third metallurgical base in Siberia 
and the Kazakh Republic, the world’s biggest hy- 
droplants are being built on the Angara and the 
Enisei, and the successes in the development 
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of the virgin and fallow lands are being stabilized. 

The Seven-Year Plan provides for a sharp in- 
crease in the share of the eastern areas in the pro 
duction of key items. Thus, in 1965 the share of 
the eastern areas in total coal output will be rough 
ly 50%, steel 48%, refined copper up to 88%, cemen 
42%, electric power output 46%, etc. 

Special attention to the distribution of the produc 
tive forces is also dictated by the Leninist national] 
ities policy. Our plans, N. S. Khrushchev empha- 
sized at the 21st Congress of the Party, strikingly 
express the Leninist nationalities policy, which en- 
sures the broad possibilities for the full develop- 
ment of the economy and culture of all peoples. 
The successful realization of the directives of the 
20th and 21st Congresses of the CPSU concerning 
the distribution of productive forces will promote 
a more even settlement of the population over the 
territory of the USSR, and in particular the re- 
settlement of a part of the population, especially 
the youth, in the eastern parts of the country. 


Footnotes 


(1) Friedrich Engels, Anti-Duehring, State Polit 
cal Literature Publishing House, 1957, p. 280 (Rus 
Sian edition). 

(2) V. I. Lenin, Collected Works, Vol. XXI, p. 5! 
(Russian edition). 

(3) I say settlement, because in the course of 
time “village” will disappear as a concept. 

(4) The term “residential area” [ selitebnaia ter 
ritoriia — editor] as used among city planners is 
the area where people reside and where, alongside 
the dwelling houses, there are cultural and public 
amenities and green planted areas. The rules andi 
standards of town planning and building approved 
by the State Construction Committee of the 
USSR Council of Ministers establish the general — 
size of residential areas as follows: for very larg 
and large cities — 9-11 hectares per 1,000 popula 
tion; for medium cities — 11-12 hectares; and for 
Small towns — 12-15 hectares. 

(5) See, for instance, thearticles by M. V. Ku- 
cherenko, “The Future of Our Cities,” Pravda, Octo 
ber 25, 1959, and B. Svetlichny, “A Major Source 
of Economies in Construction,” Voprosy Ekonomil 
1959, No. 6. ; 

(6) See O. A. Konstantinov, “Some Conclusions 
on the Geography of Cities and the Urban Popula- 


tion of the USSR from the 1959 Census,” in Izves- 
tiia Akademii Nauk SSSR, Seriia Geograficheskala 
No. 6, 1959. 
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[The Method of Valuation of Gross Agricultural Production 


A number of changes in the methods of calcu- 
ating agricultural production introduced in recent 
rears ensure a fuller and more accurate accounting 
n this field. Of great value is the transition onthe 
Ollective and state farms to computation of the 
arn yield on the basis of annual reports. The 
ross cotton crop is estimated at present on the ba- 
is of the reports of state procurements; accounts 
e kept of sugar beets used up as food and of fruits 
d berries cultivated by the population. Adoption 
f indices for livestock and poultry breeding has 
een highly instrumental in improving accounting 
livestock produce. 

Some changes have been introduced lately in the 
ethods of evaluating gross agricultural produc- 
on. The Scientific-Methodological Council of the 
entral Statistical Administration of the USSR has 
cently approved new methods of evaluating gross 
Tricultural production in current prices. 
Evaluation of agricultural production in actual 
ices of the current year is necessary for ana- 
zing the links between agriculture and other 
anches of the national economy, determining 
oss agricultural production as part of the aggre- 
te social product, determining the portion of the 
tional income realized in agriculture, as well as 
termining the incomes of the agricultural popula- 
n. 

Agricultural production is recorded in money 
“ms only on the state farms and collectivefarms, 
t in the households of the population. There- 

re, unlike industrial production, the volume of 
ss agricultural production is estimated on the 
sis of accounting calculations. To this end, bal- 
ces of agricultural production in kind are valued 
prices of the current year. 

ch item in the balances of agricultural pro- 
tion in the households of producers is valued 
the basis of the prices at which the correspond- 
‘ products enter national economic circulation. 
wever, the valuation of agricultural products at 
al sales prices is complicated by the following 
tors: first, a portion of the output is disposed 
athout the use of money, i.e., without any actual 
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prices (refunds of loans in kind and non-monetary 
circulation within the village); second, not all of the 
products of agriculture are designed for sale out- 
side the farms; a considerable portion of the prod- 
ucts is consumed directly on the farms where they 
are produced. 

Up to the recent period the methods of evaluating 
gross agricultural production in current prices 
were, in general outline, as follows: 

a) marketable production was valued at actual 
prices at which it was sold; collective farm produc- 
tion disposed of without the use of money was valued 
as follows: refund of loans in kind — at state pur- 
chase prices; non-monetary circulation within the 
village — at money prices prevailing in intra- 
rural turnover. 

b) non-marketable production was valued as 
follows: at state farms — on the basis of produc- 
tion costs; on the collective farms and in personal 
households — on the basis of average marketing 
prices identical for the mentioned categories of 
farms. Exceptions were made for specific prod- 
ucts with a low marketing potential (straw, hay, 
Silage, etc.) which were valued in token prices 
based on their production costs at the state farms. 

Consequently, according to the old method of 
evaluation almost all agricultural production was 
valued in average commodity prices which in turn 
were based on the sale of marketable production 
in the given year. How legitimate was this method 
of valuing gross agricultural production? 

The basic, the main portion of agricultural pro- 
duction is its marketable part. Marketable produc- 
tion of agriculture covers the requirements of 
industry for agricultural raw materials and of the 
non-agricultural population for food; marketable 
production is also used for creating state reserve 
stocks of food and raw materials and special re- 
serves for export. 

The overwhelming portion of marketable produc- 
tion of agriculture is sold to the state, and the 
remaining, comparatively small portion, is sold on 
the collective farm market. Accordingly, there are 
different prices corresponding to the different 
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channels of circulation of agricultural production: 
delivery prices for the output received from the 
state farms, state purchase prices for collective 
farm output, and collective farm market prices. 

As mentioned above, the marketable portion of 
agricultural production is valued at the respective 
prices at which it is sold. In valuing marketable 
production at the actual prices at which it is sold, 
that part of net output which is reallocated through 
prices to the state fund is not reckoned. Conse- 
quently, the role of agriculture in the national in- 
come is somewhat underestimated. Nevertheless, 
this does not tell on the total volume of the national 
income, because the reallocated part of the net in- 
come created in agriculture is considered in the 
incomes of the enterprises and organizations of 
other branches of the national economy. 

Estimates of marketable production on the basis 
of some kind of uniform prices closer to the cost 
of the agricultural products would have been incor- 
rect, for in this case the monetary valuation of 
agricultural products would not have corresponded 
to the real cost relationship in the national econ- 
omy. In reality, existing current prices represent 
the money form in whichthe process of expanded so- 
cialist reproduction is carriedout. Abstracting from 
actual prices in the valuation of marketable pro- 
duction of agriculture would amount to abstracting 
from the real processes of reproduction. Conse- 
quently, the existing method of valuing marketable 
production in current prices as such does not 
arouse any doubts. Nevertheless, in an analysis 
of the composition of marketable production we 
must not overlook the fact that it depends upon two 
factors: the level of actual sales prices of 
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agricultural products and the relative importance 
of the various channels through which this produc- 
tion is marketed. Their influence on average com 
modity prices is interdependent, although it varies 
for specific agricultural products. 

Agricultural products classified among means 0 
production (agricultural raw materials) are sold, 
as a rule, through one channel only, through state 
purchases. Average marketing prices for this pro 
duction are determined by the level of state pur- 
chase prices. It should be noted that this produc- 
tion is almost completely marketable production 
and the question of valuing its non-marketable por 
tion is of little importance in practice. 

Agricultural production which by its economic 
designation may be included in both means of pro- 
duction and articles of consumption (raw material: 
for industry and food for the population) is sold 
through two channels: through state purchases anc 
on the collective farm market. Moreover, the lev- 
el of prices and the relative importance of sales 
through these different channels vary for different 
products. Because of the different proportions of 
state purchases and sales on the collective farm 
market by collective farms and personal house- 
holds, and the existing differences between state 
purchase prices and collective farm market price 
weighted average prices for the marketable portio 
of this production do not reflect the real relation-: 
ships between state purchase prices and collective 
farm market prices for specific agricultural produa 

This may be seen from the relationship betweer 
prices per centner of the main products of agricul 


ture in 1958, which were as follows: 
4K 


1958 Prices for Main Agricultural Products 
Grain price = 100) 


State 
purchase 
prices 


Grain 
Potatoes 
Vegetables 


Milk and dairy prod- 
ucts (in terms of 
milk) 

Meat* 
beaf and veal 
pork © 
mutton 


* State purchase prices based on actual live-weight prices with due account 


for slaughtered weight. 


Collective 
farm market 
prices 


Weighted average 
price of market- 
able production 
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The relationship between state purchase prices 
nd collective farm market prices, i.e., actual 
rices at which agricultural production is sold, dif- 
srs from the relationship between weighted aver- 
ze prices for the marketable production of the 
Ollective farms and of personal households. The 
igh share of the collective farm market in the 
ale of such products as potatoes and vegetables 
sads to an overestimation of average commodity 
rices for these products as compared with aver- 
ge grain prices, and consequently, to overestima- 
on of their share in all marketable agricultural 
roduction. Consequently, valuation of the marketa- 
le portion of agricultural production at weighted 
verage prices misrepresents the composition of 
sricultural production expressed in expenditures 
social labor. 

The high share of personal households in the 
oduction of potatoes and vegetables, on the one 
d, and the high share of the collective farms 

d state farms in the production of grain, on the 
her hand, combined with the existing relationship 
tween non-marketable prices for grain, potatoes 
d vegetables, leads to the exaggeration of the 

re of potato and vegetable production and, cor- 
spondingly, to the share of personal households 
agricultural production as a whole. The result 
an underestimation of the share of grain produc- 
n and of the production of the state farms and 
llective farms. 

Nor should it be forgotten that the relationships 
ong average commodity prices for agricultural 
oduction do not remain unchanged. Under the 
procurement system increases in production 

d in the sales of products by the collective farms 
d personal households raised average commodity 
ices, inasmuchas a relatively large share of the 
rketable production of these farms was sold at 
her prices, i.e., state purchasing prices and 
llective-farm market prices. Consequently, the 
equal change in the marketability of specific 
ricultural products changed the relationships be- 
een average commodity prices for these prod- 

s. As aresult, in the districts where a greater 
e of agricultural production was sold by collec- 
e farms and other farms at state purchase 

ices, gross agricultural production and national 
ome in terms of money was higher. 

doption of new state purchase prices and of the 
agricultural procurement procedures created 
entives to greater sales of agricultural products 
the collective farms to the state, with a conse- 
nt reduction in the general volume of sales on 

> collective farm market. With the relative 
bility of the share of the volume of products sold 
collective farms and personal households on the 


collective-farm market, the change in the relation- 
ships among average commodity prices with the 
general tendency towards their increase now takes 
place mainly through changes in state purchase 
prices. 

And now let us look at the methods of valuing the 
non-marketable part of production. The method of 
valuing the non-marketable part of agricultural pro- 
duction employed hitherto was largely arbitrary. 
On the state farms the non-marketable part of pro- 
duction designated for internal consumption is in- 
cluded in the calculations and in the value of gross 
production of the state farms according to its pro- 
duction cost. The non-marketable part of produc- 
tion of the collective farms and of the personal 
households was appraised at the average commod- 
ity prices received by these farms. This appraisal 
was quite arbitrary inasmuch as in the given case 
the portion of agricultural production which was not 
sold was actually appraised at prevailing prices. 

This arbitrary character was all the more 
marked, sincethe marketable share of specific 
agricultural products varies. 

Methods of calculating agricultural production 
should be based on the economic nature of both 
marketable and non-marketable production. Valua- 
tion of non-marketable production at average prices 
of marketable production of the collective farms 
and personal households was in essence contradic- 
tory to its economic nature and designation. And it 
was for this reason that changes have been intro- 
duced in the methods of valuing the non-marketable 
portion of agricultural production. 

Non-marketable production of agriculture in- 
cludes: 

1. Production for internal consumption, com- 
posed of: 

a) production used for production purposes, i.e., 
agricultural production used for seed, feed and oth- 
er production purposes; 

b) production used for personal consumption by 
the producers themselves; 

c) production used for processing in industry 
and in the home. 

2) Losses in storaging. 

3) Changes in carry-over of production from the 
beginning to the end of the year. 

The basic question arising from the standpoint 
of methods of valuing the non-marketable portion 
of production is the question of valuing the part 
used for production purposes and the part used for 
personal consumption. These constitute the largest 
share in non-marketable production. The correct- 
ness of the method of valuing production used for 
production purposes and personal consumption 
largely determines, in the final analysis, the 
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correctness of the evaluation of the non-marketable 
part of agricultural production as a whole. 

Let us analyze, in turn, the methods employed in 
appraising each part of the non-marketable produc- 
tion of agriculture. 

On the state farms, as mentioned above, the non- 
marketable part of agricultural production is in- 
cluded in the calculations in accordance with its 
internal designation on the basis of its production 
costs. (1) No objections can be raised to this meth- 
od of appraising the non-marketable part of produc- 
tion at the state farms and other state agricultural 
enterprises. As we know, the production of the in- 
dustrial enterprises used for internal needs is also 
assessed at its production cost. 

The non-marketable production of the collective 
farms and of the personal households was ap- 
praised, as mentioned above, at weighted average 
prices of the marketable production of these farms. 
This method of appraising the non-marketable part 
of production of the collective farms and personal 
households is unsatisfactory for the following rea- 
sons: 

The main portion of non-marketable production 
on the collective farms is composed of production 
used for production purposes: seed, livestock feed, 
etc. 

The portion of output used by the collective farms 
for production purposes is usually their own pro- 
duction. The collective farm cannot use it as mar- 
ketable production. Seed and forage stocks in 
amounts sufficient to meet annual requirements as 
wellas emergency (seed and forage) stocks are laid 
aside as a rule from the crops of the current year 
harvested by the given collective farm, and not from 
purchased seed and fodder stocks. Consequently, this 
part of non-marketable production of the collective 
farms has a definite economic designation and it may 
be used by the collective farm for these purposes only. 

How then should this most important part of non- 
marketable production of the collective farms be 
valued ? 

The method of valuing non-marketable production 
of the collective farms at average commodity prices 
was used hitherto because production costs at the 
collective farms were not assessed until very re- 
cently. Now that estimates of production costs of 
the main items of collective-farm production have 
become firmly rooted in the practice of the statis- 
tical organs, it is natural that the methods of 
valuing non-marketable production of the collective 
farms should be altered. In accordance with the 
new methods adopted by the Central Statistical Ad- 
ministration, the non-marketable part of collective 
farm production used for production purposes 
should be appraised on the basis of production costs 
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at the collective farms. This method of appraising 
the non-marketable part of production of the col- 
lective farms corresponds to its economic nature, 
inasmuch as it concerns production which is used 
for the needs of the farms themselves. Valuation 
of the non-marketable part of production of the col 
lective farms used for production purposes on the 
basis of production costsat the collective farms 
ensures greater comparability of gross agricultur. 
al production of the state farms and other state 
enterprises with the gross production of the collec 
tive farms. 

What prices may be used for valuing the non- 
marketable production of the personal households? 
Non-marketable production used for production 
purposes in the personal households includes pri- 
marily such crops as potatoes and vegetables, and 
to a lesser degree grain and hemp (seed), as well 
as livestock products such as milk, eggs and smal. 

amounts of meat. In practice the question is re- 
duced to a correct appraisal of the two main prod- 
ucts (potatoes and milk) used for production pur- 
poses. The second most important item of non- 
marketable production in the personal households 
includes output used for personal consumption in 
the household. This includes a part of the produc- 
tion of the personal households of the collective 
farmers, workers, employees and other groups of 
the population, as well as a portion of the collectiy 
farm production which is distributed according to 
workday units earned by the collective farmers. 

Production used directly by the producers for 
production purposes and personal consumption ma: 
be sold at their discretion. It is proposed, as a 
temporary measure, to appraise this part of agri-: 
cultural production on the basis of average market 
ing prices. (2) 

In valuing production used for processing in in- 
dustry or in households, it should be borne in min 
that the ultimate products of this processing are 
either sold as marketable production or are used 
for production and consumption purposes by their 
direct producers. Therefore, for valuation pur- 
poses this production should be divided into mar- 
ketable and non-marketable portions, distinguishix 
the parts used for production and consumption. } 

The non-marketable portion of agricultural pro- 
duction also includes changes in production stocks 
from the beginning to the end of the year. Inas- q 
much as this part of production may be potentially 
used as marketable or non-marketable productio 
it is proposed to value it at average prices based 
on the valuations of marketable production and — 
production used for production and consumption : 
purposes. & 

In addition to the valuation of agricultural 
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roduction in prices of the current year, pro- 
uction is also valued in constant (comparable) 
rices. The valuation of production in compara- 
le prices is done for the purpose of determin- 
ng the dynamics of its physical output, the de- 
ree of marketability of products, the volume of 
Jl agricultural production and of specific groups 
f farms, studying the dynamics of labor pro- 
uctivity in agriculture, and the dynamics of 
gricultural production per unit of land area. 
As comparable prices we use the average prices 
mployed to value production in the base year. 
926-1927 prices were used for this purpose ear- 
er, and 1951 and 1956 prices later. The valua- 
on of agricultural production in comparable prices 
day is based on 1958 prices. 


Grain 
Potatoes 
Vegetables 
Milk 
Meat: 
beef and veal 
pork 
mutton and goat 
meat 


These figures indicate that the relationships 

ong average 1958 prices calculated by the meth- 
in effect today, and primarily the relationships 
long average prices for grain, potatoes, vege- 
bles and milk, differ substantially from the rela- 
nships among average prices calculated by the 

| method employed in valuing agricultural pro- 
ction. But average 1958 prices used today as 
mparable prices can serve only for calculating 
1amic indices of the physical volume of produc- 
n. They cannot be used to determine the volume 
production for specific farms and regions of the 
untry for the purpose of studying their level of 
onomic development. Relationships among 


Given evaluation of 
non-marketable 
production of collective 
farms and personal 
households at aver- 
age commodity prices 


Comparable prices established at a definite time 
should reflect, approximately at least, cost rela- 
tionships prevailing in agricultural production at 
the moment when these prices are fixed. However, 
since average prices for the base year derived by 
valuing agricultural production in current prices 
are accepted as comparable prices, the shortcom- 
ings which existed until recently in the method of 
valuing production, and especially in the method of 
valuing non-marketable production of the collective 
farms and personal households at weighted average 
prices, were reflected in the relationships among 
the constant (comparable) prices. 

Changes in the methods of valuing gross produc- 
tion affected the relationships among 1958 average 
prices as follows: 


Average 1958 Prices for Principal Agricultural Products 
(In percentage; grain price = 100) 


Given evaluation of non- 
marketable production 
of collective farms on 

basis of production costs, 
and production of per - 
sonal households — at 

average commodity prices 


weighted average prices based on the valuation of 
the marketable part of agricultural production do 
not reflect the expenditures of social labor, and 
this affects the relationships among average base 
year prices accepted as comparable prices. For 
these purposes use may be made only of prices 
which reflect expenditures of social labor on the 
production of specific agricultural products. 
HORA 

Changes in the system of valuing agricultural 
production which have been introduced recently en- 
sure a more accurate determination of the volume 
of gross agricultural production and of its composi- 
tion. Nevertheless, further improvements in 
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methods of valuation will be necessary. The valua- 
tion of the consumed portion of the agricultural 
product will evidently be brought increasingly 
closer to the valuation based on state purchase 
prices. One of the major problems arising in this 
connection is the elaboration of a system of con- 
stant prices which would reflect the expenditures 
of social labor on the production of specific agri- 
cultural products in the base year. These prices 
would provide the basis for a more correct deter- 
mination of the composition and social structure 

of agricultural production, for studying the level of 
labor productivity and of agricultural production in 
different regions of the country. 


Footnotes 


(1) Non-marketable production of the subsidiary 
and other state enterprises is appraised on the 
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basis of its production costs on the state farms. 
(2) We think it would be possible to value pro- 
duction used in the personal households for produc 
tion purposes at state purchase prices which are 
the same for both the collective farms and person- 
al households. This recommendation is based on 
the following considerations. First, the household 
of collective farmers, workers, employees and oth 
er groups of the population are subsidiary enter- 
prises designed mainly for consumption purposes, 
and the production used on these farms for produc. 
tion purposes is produced directly by the populatior 
and is not subject to any intermediary purchase- 
and-sale relations. Second, although state pur- 
chase prices do include an element of reallocation. 
they reflect the socially necessary expenditures or 
agricultural production in the collective farms and 


personal households. 
ORK 
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Tractors, Combines and Trucks in Agriculture 
(at end of year, in thousands) 


Tractors 

in physical units 

in terms of 15-h.p. units 
Grain harvester combines 
— total 

Self-propelled harvesters 
Trucks 


1959 
(July 1) 
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Production of Principal Livestock Products 
in All Categories of Farms 


Total meat 
and fat, in Milk Wool 
slaughter weight (million (thousand Eggs 
(million tons) tons) tons) (billions) 


1909-1913 (average an- 
nual output in present 
boundaries) 

1913: 
in present boundaries 
in boundaries before 

September 17, 1939 

1940 

1949-1953 (average an- 
nual output) 

1953 

1958 

1954-1958 (average an- 
nual output) 

1959 


* More exact data; the figure for expected meat production published earlier was 8.6 million 
tons. 


State Procurements and Purchases of Principal icultural 
Products in All Categories of Farms 


1949-1953 1954-1958 
(average (average 
annual annual 
figures) 1953 1958 figures) 


Products of Field Husbandry 
(harvest of corresponding year) 


Grain: 

million poods 

million tons 
Sugar beets — milliontons 
Raw cotton — million tons 
Flax fiber — thousand tons 
Seeds of oil-bearing crops 


— thousand tons 

Sunflower seeds 
Potatoes — million tons 
Vegetables — million tons 


Livestock Products 


Cattle and poultry (in live 
weight of cattle) — thou- 
sand tons 

Milk and dairy products 
(converted to milk) — 
thousand tons 

Eggs — in millions 

Wool (unwashed) in account- 
ing weight — thousand tons 


* Purchases of wool in accounting weight are determined by converting the 
physical weight accordi ; 
to established zonal norms of yield of pure fiber from unwashed wool. For example, : hiekves . 
farm sells 800 kilograms of wool to the state with a yield of pure fiber of 38%. If the established ; 
norm is 35% the accounting weight in this case would be 869 kilograms. : ( 


Production of Field Husbandry and Livestock Products 
in the USSR and the USA 


1965 
1953 1958 1959 target figures 


Total Production — million tons 


Grain 
Wheat 
Corn, total 
Including fully 
ripe dry grain 
Potatoes 
Meat (including poul- 
try meat, lard and 
offal; in slaughter 
weight) 
Milk 
Butter (factory and 
household produc- 
tion) — thousand 
tons 
Eggs — in billions 


164-180 


ey 8.9 at least 16 
7 62 100-105 


497 
16.1 


7179 845 about 1150 
23.0 25 at 


Production Per Capita — kilograms 


Grain 716-786 

Wheat 

Corn, total 
Including fully 


ripe dry grain 


Potatoes 642 
Meat, in slaughter 

weight 70 
Milk 437-458 
Butter 5 


Eggs, in units” 162 
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Translations of Selected Articles from Soviet Economics Journals 


Fundamentals of Labor Law of the USSR and the Constituent Republics: A Draft 
(Sotsialisticheskii Trud, 1959, No,.10, pp. 4-16). 


Ss. PARTIGUL: Demand and Supply Under Socialism (Voprosy Ekonomiki, 1959, 
No. 10, pp: 80-89). 


T.. KHACHATUROV: Economic Effectiveness of Integrated Mechanization and 
Automation (Voprosy Ekonomiki, 1959, No, 12, pp. 61-74). 


R. NAZAROV: The Increasing Level and Changing Structure of Food Consumption 
in the USSR (Voprosy Ekonomiki, 1959, No. 11, pp. 110-119). 

E. ANTOSENKOV and V. MOSKALENKO: The Soviet Union’s Program of Reducing 
the Working Day and the Working Week (Planovoe Khoziaistvo, 1959, No. 11, 
pp. 30-38). 


S.. KHEINMAN: Some Economic Problems in Industrial Engineering (Voprosy 
Ekonomiki, 1960, No. 1, pp. 36-50). ; 

L. KANTOROVICH: On the Calculation of Production Inputs (Voprosy Ekonomiki, 
1960, No. 1, pp. 122-134). 


F. BYSTROV: The Organization of Intemational Settlements Among Socialist 
Countries (Voprosy Ekonomiki, 1960, No. 2, pp. ba ie 


E, GERSHANOV, V. SKOBELKIN: Labor Disputes Commissions. at Enterprises’ 
and Institutions (Sotsialisticheskii Trud, 1960, No. 1, pp. 140-145). 
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